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Welfare reforms enacted by the federal government in 1996 profoundly altered the nation’s social safety net. Reform 
measures ended key entitlements to public assistance for families and children, and eliminated eligibility for cash and in- 
kind support for many subgroups within the general population. These changes signal the arrival of a new social 
contract, one with much harsher terms, that will be played out in local neighborhoods and communities across America. 

Los Angeles in an Era of Welfare Reform: Implications for Poor People and Community Well-being constitutes the first 
comprehensive study of how welfare reform - and this new social contract - may unfold in Los Angeles County. The 
report provides a scenario analysis (featuring Low, Medium, and High Impact scenarios) enabling a comparison of the 
direct impacts of alternative state and local options on welfare reform. The study also offers an assessment of key 
indirect impacts of these alternative scenarios. These impact analyses are based on current information on program 
provisions and welfare caseloads, economic impact models, and program-specific studies. 

Findings from our analysis reveal that: 

1. The number of welfare recipients in Los Angeles County likely to slide deeper into poverty as a result of welfare 
reform is large. 

If brought together in one place, those impacted under our High Impact scenario - over 518,000 - would make up the 
county s second largest city. Larger than the City of Long Beach, its population would be exceeded in population by the 
City of Los Angeles alone. Even under a Medium Impact scenario, almost 325,000 poor individuals would suffer loss or 
reduction in public assistance benefits. (These figures are exclusive of across-the-board benefit reductions affecting all 
Temporary Assistance for Needy Families program recipients and Food Stamp recipients.) Impacts can only be 
substantially moderated if the state of California elects to maintain key benefits for legal immigrants, and provides state- 
funded safety net programs for those barred from aid. 

2. Welfare reform will mean loss of jobs for Los Angeles County. 

Welfare programs channel significant economic resources into the local economy, creating jobs and additional income. 
As welfare recipients experience benefits cuts or lose their eligibility for assistance entirely, the Los Angeles economy 
could suffer direct losses of between $127 million - $1.5 billion dollars per year; indirect job losses due to curtailed 
consumer spending power could approach 50,000, mostly in retail trade and service industries. Some federal and state 
savings may eventually trickle down to the locality, but there is no guarantee that jobs and income lost as a result of 
welfare reform will be replaced. Such impacts could jeopardize the county’s fragile recovery, potentially canceling out 
almost all of the 55,000 new jobs created in 1996. 

3. Those expected to transition from welfare-to-work will have grave difficulty securing employment; to the extent 
that they do find jobs, their success will mean that others in search of work come up empty-handed. 

The approximately 250,000 welfare recipients expected to make a transition from welfare to work are competing for less 



ERIC 



Wolch & Sommer - Inter-University Consortium on Homelessness & Poverty 



' \ ■ 



6 




Summary Report ii 



than 75,000 jobs (including new jobs and openings created by job turn-over), alongside 362,900 officially unemployed 
workers. In addition, there are 125,000 discouraged workers and almost 100,000 involuntary part-time workers in the 
county who would take full-time employment if it were available. Like players in a game of musical chairs, people will 
move from welfare-to-work and from work-to-welfare in this difficult labor market. 



4. As needs for assistance expand ', the County of Los Angeles will face rising demands on the General Relief 
program , health care services , and children y s services, and will lose Medi-Cal revenues . 

Benefit termination will lead significant numbers of people to turn toward the County for help. The County, which is 
legally mandated to protect the health and welfare of local residents, may face increased costs for General Relief, and 
added demands on its health care facilities and children’s services (including Foster Care). In addition, loss of Medi-Cal 
revenues can be expected to reduce the County’s ability to provide indigent health care, especially trauma services. 
Together, estimated cost increases and revenue losses range from S59 million per year under a Low Impact scenario, to 
almost $375 million per year under a High Impact scenario. 



5. The extent of social problems related to extreme poverty, such as poor health , child abuse and neglect, hunger, 
and homelessness may rise significantly. 

Depending on scenario, for example, 16,000 - 227,600 people could lose health care insurance; 7,400-30,000 women 
could lose pre-natal care, and 8,800- 15,400 disabled people could lose in-home support services. Rates of child abuse 
could increase, and between 3,200-21,000 additional children could wind up in Foster Care each year because then- 
parents have no means to support them. The number of people experiencing homelessness could grow by almost 
190,000 — an increase of 80 percent in the region’s homeless population. 

6. As economic and social impacts of welfare reform ripple throughout the economy, a large number of communities 
will impacted. Neighborhoods in the county f s central subregion, as well as sections of the San Fernando and San 
Gabriel Valleys , are apt to be hardest hit 

Workers in a wide variety of industries and income groups could lose jobs as a result of welfare reform, and thus 
communities in many areas of the county may be negatively affected. Neighborhoods in the central subregion of the 
county with the largest numbers of recipients directly impacted by welfare reform measures, will be hurt acutely. So 
could selected communities in both San Fernando and San Gabriel Valleys home to relatively high numbers of 
recipients. Those areas devastated by the 1992 civil unrest and the 1994 Northridge earthquake, are apt to experience 
especially large cumulative impacts of welfare reform. Neighborhood business districts may take a nose dive, and 
housing may be abandoned as the ability of tenants to pay rent falls. 



7. Neither the voluntary nonprofit sector nor the County of Los Angeles have the economic or political capacity to 
reweave the social safety net, or adequately protect the health and welfare of Los Angeles residents. 

Already overburdened by requests for assistance, and hurting from falling rates of charitable giving, the voluntary sector 
is unlikely to raise additional resources on the scale required to meet the growth in human needs resulting from welfare 
reform. Moreover, voluntary agencies are not necessarily located in those parts of the county where needs will rise most 
rapidly. The County of Los Angeles is itself in the depths of a major fiscal crisis, has limited legal ability to raise 
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additional revenues, and faces political obstacles to reallocation of County resources toward welfare. Thus neither the 
voluntary nonprofit nor local public sectors can be expected to fill the gaping holes in the safety net created by welfare 
reform. 



1. INTRODUCTION 



Throughout the twentieth century, Los Angeles has enjoyed rates of growth and prosperity virtually unparalleled in 
American history. Both the images and realities of the place — its economic opportunities and chances for social 
mobility, suburban homes and outdoor lifestyles, movie glitz and glamour, blue skies and golden sunshine — have made 
Los Angeles largely synonymous with the American Dream. 

Yet Los Angeles is far from immune to the social problems that plague so many other cities of our country. During the 
past decade, the region suffered the deepest and most devastating recession since the Great Depression and continues to 
lag far behind the state and the nation in recovery. Now, a social contract in place for more than six decades has been 
swept aside in the name of federal welfare reform, and Los Angeles confronts the challenge of responding to the local 
consequences of this massive national policy shift. As the pressures of global competition and geopolitical turmoil 
mount and affect the region in profound and often contradictory ways, local governments and community organizations 
are being asked to shoulder ever greater responsibilities for social welfare. The stakes of this game could not be higher. 
For exactly how Los Angeles redefines the social contract will mean - for hundreds of thousands of Angelenos, and 
scores of our local communities — the difference between achieving a piece of the American Dream and living out a 
nightmare of poverty, degradation, and despair. 

The present report, framed by a consortium of the region’s foremost academic experts on poverty, constitutes the first 
comprehensive, scientifically rigorous analysis of the implications of welfare reform for the people and communities of 
Los Angeles. We have performed this analysis with the clear understanding that many of the key decisions about the 
design of new welfare programs have yet to be made, and thus definitive proclamations are premature. This study was 
carried out to shed light on the implications of alternative approaches to welfare delivery now under consideration. Our 
goal is to inform, and hopefully shape, public dialogue and policy decisions about how to best protect the well-being of 
our region’s communities and most vulnerable people: the large numbers of children, individuals with disabilities, 
working and unemployed adults, and homeless people who are forced to rely - periodically or routinely - on a complex 
system of public assistance programs, and who now may face a reduction or e limina tion of support. 

In this Summary Report, we present the highlights of our longer, more detailed analysis. First, we place welfare reform 
in the context of changing economic and social conditions in Los Angeles, and briefly introduce major public assistance 
programs and caseload dynamics. An orientation to the key provisions of welfare reform follows. 

Next, we highlight two kinds of impacts arising from welfare reform: 



• direct impacts — on individual cash and in-kind income, flows of funds coming into/out of the local 
economy, and the fiscal situation of Los Angeles County; and 

• indirect impacts - on employment and other aspects of economic growth, health and mental health, child 
wejfare^ housing and homelessness the extent of hunger, crime rates and neighborhood conditions. 



Because welfare reform constitutes a profound devolution of responsibilities for population well-being from the federal 
government to localities, we then assess the local capacity to meet challenges posed by welfare reform. Specifically, we 
consider the ability of Los Angeles-based voluntary nonprofit organizations and the County of Los Angeles, which has 
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statutory responsibility to protect the health and welfare of its residents, to provide for the additional human needs 
expected to emerge as welfare reform unfolds. 

The findings of our analysis are not reassuring. Although under some future scenarios the impacts of welfare reform 
could be modest, our best assessment is that large numbers of people and many communities will be profoundly hurt — 
some irrevocably — by welfare reform as it is most apt to be implemented. In this context, we conclude this Summary 
with a brief set of recommendations for devising humane alternatives to welfare reform. 



A. The Social and Economic Contexts of Welfare Reform 



Los Angeles has undergone major changes over the past two decades. Economic restructuring led to the emergence of 
the service sector as the dominant element of the regional economy, and to a dramatic loss of traditional manufacturing 
jobs and defense-related employment. Large-scale international immigration, especially from Asia and Latin America, 
underpinned the growth of craft sectors such as garment manufacturing as well as business and consumer services. Then, 
during the 1990s, a recession more severe than the region had experienced since the 1930s — and lasting more than 
twice as long as any other recession since -- arrived in Southern California. Over 90 percent of the state’s job losses 
between 1990-1993 resulted from layoffs in Los Angeles County, and by 1993 over 430,000 were unemployed. Despite 
the recent economic upturn, most new jobs created are low-wage service and retail positions; the decline of 
manufacturing employment has continued unabated; and the number of job seekers far exceeds the number of job 
vacancies. Only 55,000 new jobs were created in 1996. 

Major demographic shifts also took place in the Los Angeles region, influencing the context of public assistance. These 
trends have played an important role in the development of the local economy, the transformation of Los Angeles' ethnic 
make-up, and changing rates and risks of poverty faced by subgroups of the local population. Half of the rapid 
population growth in the region in the past two decades was due to migration: domestic migration, and especially 
international immigration. New arrivals changed not only the ethnic make-up of the region, but also the nature of the 
local labor market, increasing levels of competition and leading to falling real wage rates for many workers. Out- 
migration from the region also grew during the 1980’s and 1990’s, as lower-income residents departed the region in 
search of more favorable circumstances elsewhere. Other important demographic trends of the 1980’s were the 
increasing numbers of single-person households, which increased the demand for a dwindling number of affordable 
housing units and thus raised rents and rent burdens, and growth in female-headed households, disproportionately 
headed by women of color. 

Many economic and demographic changes of the 1980’s led to rising poverty and reliance on public assistance, while at 
the same time public welfare programs were transformed by benefit reductions and eligibility restrictions. The first 
major retrenchments occurred in the early 1980’s under the "New Federalism," and state-level program changes. 
Retrenchment continued into the 1990’s despite worsening economic conditions in California. Many cost-of-living 
adjustments were eliminated, and welfare (Aid to Families with Dependent Children) payments were reduced; the 
County’s local relief program benefits fell by almost a third. Housing assistance continued to fall short of that needed by 
low income families and individuals, leaving many vulnerable to homelessness. 

Over 1 .3 million residents of Los Angeles County - almost 15 percent - lived in poverty in 1990. This official poverty 
rate undercounts the number of poor people, since California is one of the costliest states in the nation (especially in 
terms of housing), but federal poverty lines do not take state-level differentials in cost-of-living into account. The 
composition of the region's poverty population was heavily weighted toward young people, and was also 
disproportionately female. While the largest share of people in poverty lived in married couple type households, 
female-headed households were over-represented. Almost a quarter of the poverty population was White Non-Hispanic, 
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another quarter Hispanic, and about 12 percent Black Non-Hispamc. Recently arrived immigrants comprised a 
disproportionate share of the poverty group, as did non-labor force participants. 

Since 1990, the prolonged recession has led to growing poverty. In the Los Angeles Consolidated Metropolitan 
Statistical Area (CMSA), which includes the 5 counties of Los Angeles, Orange, Ventura, Riverside, and San 
Bernardino, the poverty rate had risen to 20 percent by 1993, after which it inched downward slightly to 19.8 percent in 
1994, and 18.6 percent in 1995. 1 Thus almost a fifth of all Southern California residents were living in official poverty 
by the mid-1990s. In Los Angeles County, poverty rates were far higher, rising from 15.1 percent in 1990, to 24.4 
percent by 1995; 28 percent of all children lived in families whose incomes were below the poverty line. 



B. Caseloads for Major Welfare Programs 



To help make ends meet, an increasing share of the population now relies on public assistance programs. In Los 
Angeles County, almost 2. 1 million people ~ or almost 1 out of every four county residents or 25 percent — received aid 
from a major public assistance program in 1995. In 1980, these figures were 1.1 million and 15 percent of the 
population. 



AFDC 



Over 900,000 individual recipients in Los Angeles County, with caseload growth of 144 percent between 1976-1994 
$181 million in aid payments to 340,408 families, with average benefits from $525 - $631 per month 
36,000 enrolled in Great Avenues for Independence (GAIN) job assistance program 
AFDC Homeless Assistance averaging $473 for 700 families 



SSI 



Caseload in Los Angeles County grew 39 percent between 1980-1990 

336,936 SSI recipients (113, 723 legal immigrants); 78,531 IHSS recipients (27,000 legal immigrants) 
Combined SSI/SSP monthly benefit $461, for disabled children $497 



Food Stamps 

• Over a million people receiving F ood Stamps in Los Angeles County, with caseload growing 18 percent between 
1976-1995 

• Total value $ 75.5 million, with average monthly value per recipient $72.23 or $180 per household 



General Relief 

• Over 60 percent of all California ’s General Relief recipients reside in Los Angeles County, their numbers increasing 
400 percent between 1976-1993 

• Almost one hundred thousand persons receiving GR 

• Total monthly GR benefit payments $19.5 million; average monthly benefits per case of $2 1 0 



over 



Medi-Cal 



Over a third of California's total Medi-Cal caseload lives in Los Angeles County, with cases growing 2 13 percent between 
1976-1995 

AFDC and Medi-Cal: 866,658 individuals (52,021 legal immigrants) 

IHSS and Medi-Cal: 8, 765 individuals (3,025 legal immigrants) 

SSI and Medi-Cal: 336,936 individuals (113,723 legal immigrants) 

Medical Assistance On ly: 618,513 individuals (85,687 legal immigrants) 
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2. Direct Impacts of Welfare Reform in Los Angeles County 



Many components of the new legislation await more exact interpretation at the federal level, and California has yet to 
decide on many of the state options. In this context, the construction of illustrative scenarios serves as an effective tool 
for demonstrating the range of potential fiscal impacts associated with each affected program and population group. 

Our report develops three such scenarios (Low, Medium and High Impact scenarios) based on plausible assumptions, as 
a means of allowing decision-makers to isolate the ways in which specific reforms will unfold, and thus modifications 
may be necessary to prevent certain sorts of undesirable outcomes. Detailed descriptions of these scenarios, and the 
assumptions upon which they are based, are provided in the Appendix to this Report. These scenarios should not be 
interpreted as predictions but rather as range of possible caseload and fiscal impacts. 

In what follows, we present estimates of direct impacts associated with our three alternative scenarios. Indirect impacts 
are treated in the following section. The present discussion focuses on impacts of three types: 



• impacts on individuals, including termination or reduction of benefits, loss of personal income, and access 
to alternative sources of support; 

• impacts on the local economy, primarily changes in public assistance benefit streams accruing to area 
client populations; and 

• impacts on the County budget, as welfare responsibilities and receipt of intergovernmental welfare 
transfers shift. 



A. Impacts on individuals 

Many different client groups will be affected by welfare reform (Figure 1). These groups include: 

• families with children receiving Temporary Aid to 
Needy Families (TANF) 

• persons with disabilities reliant on Supplemental 
Security Income (SSI) 

• Food Stamp recipients 

• persons on General Relief 

• Medi-Cal recipients 



Exclusive of across-the-board benefit level cuts affecting all TANF and Food Stamp recipients, we estimate the total 
number of individuals in the county experiencing the loss or reduction of one or more public assistance benefits (Table 
1). The Low Impact estimate assumes high rates of legal immigrant naturalization, and that the State of California opts 
to maintain eligibility for certain groups as allowed by federal reforms and creates a state-funded safety net for those 
terminated by federal mandate. In contrast, the Medium and High Impact estimates assume progressively lower 
naturalization rates, and increasingly restrictive decisions concerning state options and safety-net provision. Detailed 
estimates are provided in the Appendix to this Summary Report. 
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Table 1: Individuals Directly Impacted by Welfare Reform 

(Unduplicated Count) 





Low Impact 


Medium Impact 


High Impact 


TANF Recipients Affected by Work Requirements or 
Time Limits 1 


35,946 


113,348 


148,444 


Children Losing SSI/Medi-Caf 


0 


2,100 


4,020 


Substance Abusers Losing SSI 


1,404 


2,808 


5,616 


Food Stamp Recipients Affected by Work 
Requirements /Reductions 3 


0 


3,248 


12,990 


General Relief Recipients Affected by 
Restrictions/Reductions * 


0 


45,084 


67,563 


Legal Immigrants Losing SSI 


0 


39,600 


69,300 


Legal Immigrants Losing TANF 


0 


49,600 


86,800 


Future Legal Immigrants Losing Medi-Cal 


16,000 


16,000 


16,000 


Legal Immigrants Losing Medi-Cal 


0 


30,638 


53,615 


Legal Immigrants Losing Food Stamps 5 


6,915 


13,830 


24,202 


Undocumented Women Losing Medi-Cal Pre-natal 
Care 


0 


7,400 


30,000 


TOTAL 

7 


60.265 


323,656 


518,550 



T 

Low impact estimate includes legal immigrants, since non are affected under the low impact scenario for TANF-Legal Immigrants losing benefits. 
Medium and high impact estimates exclude TANF-Legal Immigrants estimated to lose benefits. Estimates represent average annual individuals in 
the 1996 caseload impacted over the course of the next six years ofTANF implementation . 



Includes children losing SSI who will also lose Medi-Cal. 

3 

Based on Food Stamp Only estimates by scenario, less 13.4% to avoid double counting Legal Immigrants (percentage based on share of Lezal 
Immigrants in total Food Stamp Only caseload). 

Based on General Relief scenario estimates, less 16% to avoid double-counting Legal Immigrants estimated to be receiving General Relief who 
may already be counted under Food Stamps Only (percentage based on share of Legal Immigrants in Total Public Assistance [ all programs] 
caseload), and less Food Stamp Only (Non- Legal Immigrant) estimates, again to avoid double-counting. 

Estimates based on County data on number, o/ Legal Immigrants receiving Food Stamps^ Only, who are potentially impacted by welfare reforms. 



Families with Children Affected by TANF 

Federal and state changes in the current AFDC program will affect nearly 300,000 families currendy receiving 
assistance. An across the board 4.9% reduction in TANF grant amounts will reduce maximum monthly aid payment for 
a family of three from $594 to $565 effective January 1, 1997, an annual loss of $348. This cut will be partially offset 
by increased Food Stamp allocations (a value of $162 per family a year). For the small share of recipients living in 
publicly-assisted housing units it will result in, a decrease in the share of rent they will be expected to shoulder since rent 
payments are set at a fixed share of the recipient’s income. California's exercise of options per tainin g to the family cap, 
minor parents and relocation grants will also impact a number ofTANF families in Los Angeles County (16,000, 6,800, 
and 1 percent of all cases, respectively). 



In addition, work requirements and time limits will impact many families (Figure 2). 2 Our scenarios consider only the 
Year 1 caseload of 249,294 AFDC-Family Group and 49,836 Unemployed Parent families, after one year of program 
implementation, and then as this cohort moves over the next five years between several situations: (1) work placements 
secured individually or through the GAIN (or a similar) program; (2) the TANF program; (3) no assistance; or (4) 
General Relief. (We thus do not consider families applying for first-time benefits in subsequent years.) We follow this 
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first year caseload’s cycle through year 6, since at that point recipient families will be subject to the federal five-year 
life-time limit on aid. 



The scenarios share certain key features, 3 but diverge in ways that 
reflect key provisions of proposals made by the Governor and the 
Legislative Analyst. Under the Low Impact scenario, welfare recipients 
either fmd employment or community-service jobs, or cycle off 
autonomously; thus no one is cut off due to work requirements, but 
almost 75,000 cases would be affected by the five-year lifetime limit 
by Year 6. In the Medium Impact scenario, we assume recipients are 
required to work after two years; GAIN funding triples, but no 



TANF - Average Annual Net 
Terminations: Years 1-6 




community service positions are created. All groups cycle on and off of Figure 2 

TANF; those allowed to return after 1 year stay on TANF for two years. 

Recipients continuously participating in GAIN simultaneously receive public assistance, and so are terminated in year 6. 
Here, only about 5,600 reach lifetime limits by year 6, but over 328,000 cases are terminated over years 2-6. 



Last, the High Impact scenario is similar to the Medium Impact scenario, except that GAIN funding increases more 
slowly; recipients are required to work after one year on TANF (instead of two); and those returning to TANF may only 
receive benefits for one (instead of two) years. This results in almost 4,000 cases meeting lifetime limits, and over 
485,000 cases terminated during years 2-6. The toll of time limits on children will be high. Under Medium and High 
impact scenarios, for example, over 3,700 addition children could be sent to Foster Care during the first year of 
implementation, and between 16,000 - 24,000 could be placed in Foster Care each year during years 2-6. Those families 
migrating to the County’s General Relief program would receive a loss of almost one-fifth of their income support, thus 
putting their children in even greater jeopardy from the effects of extreme poverty. 

Adults attempting to transition from welfare to work, as well as those eventually terminated from TANF, will face an 
extraordinarily harsh labor market context. Moreover, because of the spatial mismatch between the residential location 
of recipient households and job opportunities, many adults facing time limits will be disadvantaged in their search for 
work. Furthermore, many recipients have minim al job skills, and shoulder child care responsibilities. Regardless of 
such relative disadvantages, in a labor market with a fixed number of jobs where hundreds of thousands are already 
unemployed, to the extent that welfare recipients are successful in finding jobs, non-recipients will be unsuccessful; the 
job market essentially becomes a game of musical chairs. 



Persons with Disabilities Losing Benefits 

New eligibility requirements impact disabled children and persons with substance abuse disorders (Figure 3). With 
respect to children, the new provisions now require that children have a "medically determinable physical or mental 
impairment which results in marked and severe functional limitations." As a result, over 6,000 disabled children in Los 
Angeles County are waiting to have their eligibility for SSI reviewed. Our scenario analysis indicates that while children 
losing SSI would be cushioned by a state-funded safety net in a Low Impact situation, under Medium and High Impact 
scenarios (which vary according to the assumed rate of requalification for SSI), between 2,100 and 4,020 children would 
lose monthly benefits of $497. Those migrating to TANF would experience a 50 percent reduction in income; others 
would lose support entirely, except for a $72 per month Food Stamp benefit. In addition, children who lose SSI may also 
lose Medi-Cal because the categorical link between the two programs will no longer be in place. Under a Low Impact 
scenario all children are recertified, and none would lose benefits; under Medium or High Impact scenarios, between 
315 and 603 children would lose Medi-Cal, a benefit valued at approximately $2,400 per year. 
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Disabled Persons Losing SSI 




Disabled 
Children 
Losing SSI 



Figure 3 



Substance 
Abusers 
Losing SSI 



■ Low 

□ Medium 

■ High 



Unless they can re-qualify under other disabilities, 
SSI recipients with substance abuse-related disorders 
will be terminated. Estimates of how many 
individuals with substance abuse-related disabilities 
will actually re-qualify range from 50 to 75 percent of 
all 5,616 such recipients in Los Angeles County, 
suggesting that between 1,404 and 5,616 will lose SSI 
benefits averaging $488 per month. Those migrating 
to General Relief would experience a 57 percent drop 
in income. 



Employable Individuals Losing 
Food Stamps 



Individuals Losing Food Stamps 

Food Stamp recipients will experience an across-the-board cut in 
benefits and changing rules for benefit determination (household 
definition, and deduction/resource limits). In addition, failure or inability 
to comply with newly-instituted work requirements, mandated for all 
childless, able-bodied recipients, could result in a substantial loss of 
Food Stamp benefits in Los Angeles County. Under our Low Impact 
scenario, the entire Food Stamp caseload loses 3 percent of their 
monthly benefits or an average of $65 per household a year, and all able- 
bodied recipients either work a sufficient number of hours or 
participate in the County Workfare program thus successfully meeting 
the new work requirements (Figure 4). Under Medium and High Impact scenarios, however, in addition to the across- 
the-board cut and other rule changes, between 3,750 and 15,000 employable recipients would lose benefits for failure to 
comply with work requirements. 



15,000 



10,000 



5,000 




Figure 4 



Individuals Losing General Relief 

Many aspects of the higher-level reform-driven programs have yet to be designed, making it difficult to predict reform 
impacts on persons receiving General Relief. If the County opts to implement a three month limi t for employable 
recipients of General Relief, approximately 60 percent of the entire General Relief caseload would be affected. 4 
Substituting cash with in-kind benefits or reducing benefits would also impact the entire General Relief caseload of 
almost 100,000 individuals. And if the County were to discontinue General Relief entirely, as allowed under the 
Governor’s proposed plan, this population would be entirely cut off from all cash assistance. 



Individuals Impacted By A 
Loss Of Or Reduction In 
General Relief Benefits 




Figure 5 



Because discussion of General Relief reforms has just begun, our scenarios 
depict a range of possible outcomes likely to result should various reform 
options currently on the table be adopted. Under a Low Impact scenario, in 
which Los Angeles County does not opt to limit GR benefits to three 
months for employable adults, there would be no loss of benefits to this 
population (Figure 5). Assuming that a three month limit is implemented 
(Medium Impact scenario), however, approximately 60 percent of the 
entire General Relief caseload, or over 57,000 individuals, would receive 
monthly benefits for only three months a year, reducing their income by 75 
percent. A High Impact scenario assumes a 47 percent benefit cut to $100 
per month affecting 95,896 GR recipients (possible if California Welfare 
and Institutions Code Section 17000 is eliminated), and a three month time 
limit for employable recipients, who would receive only $300 per year. 
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An option not incorporated into the above scenarios is a state-takeover of the General Relief (statewide) program. A 
state takeover would involve the state setting the basic program framework for General Assistance including grant levels 
and eligibility requirements, while counties would retain maximum control over administering the program. Funding 
would be provided through a state-county partnership to ensure that counties would have sufficient resources to assist 
their residents most in need of financial assistance. Such an arrangement could prove beneficial for several reasons. 
Recent welfare reform provisions, especially those pertaining to legal immigrants, will undoubtedly generate 
considerable growth in the General Assistance caseload. In past years, however, the counties’ ability to increase tax 
revenue has been extremely limited, which may prompt them to disentitle a variety of recipient sub-populations (i.e. 
those considered less “deserving” of assistance, such as able-bodied single men). The state could provide needed 
General Assistance funding from state general funds and prevent such dislocation. 

Public Assistance and Elderly , Disabled or Impoverished Legal Immigrants 

Legal immigrants have historically been eligible for a full range of public assistance benefits. In contrast, undocumented 
persons have long been eligible only for emergency assistance (e.g., emergency medical services). Welfare reform, 
however, bars legal immigrants from Food Stamps and SSI, and the state could opt to bar them from TANF. The 
primary determinant of how many legal immigrants will lose benefits is the rate at which they naturalize, and become 
U.S. citizens. The Immigration and Naturalization Service estimates that 60 percent of California’s legal immigrants are 
eligible to apply for naturalization. 5 Since there are many reasons why rates of naturalization could be much lower 
(processing delays or costs, inability to meet requirements, etc.), we use a range of rates in our scenarios. 



California has not indicated that it will bar legal 
immigrants from TANF, and so under a Low Impact 
scenario no legal immigrant families would be barred 
from this program. Should the state opt to enforce a bar, 
families would lose TANF benefits in Los Angeles 
County unless they naturalize. 6 Our Medium Impact 
scenario assumes a full 60 percent naturalization rate, 
leading to benefit termination for 40 percent of nearly 
50,000 adults with children (Figure 6). Terminated 



Legal Immigrants Losing Cash Benefits 




■ LOW 
□ Medium 
@High 



Losing 

TANF 



Losing SSI 
Figure 6 

families migrating to General Relief would suffer an income reduction of almost 25 percent, while others would lose all 
public assistance income. Should only 30 percent naturalize, the remaining 70 percent — over 86,000 adults with 
children, would lose benefits. 



Of the over 113,000 legal immigrants currently receiving SSI in Los Angeles County, 99,000 do not meet any 
exemption criteria. 7 If In-Home Supportive Services (IHSS) remain coupled with SSI eligibility, 22,000 legal 
immigrants will also lose In-Home Supportive Services (IHSS). 8 Again, unless the state establishes a state-funded safety 
net program (our Low Impact case), between 40,000 and 70,000 legal immigrants would lose SSI averaging $461 per 
month, depending on naturalization rates; between 13,000 and 15,000 would lose IHSS benefits. Those migrating to 
General Relief would lose over 40 percent of their support income. Legal immi grants losing SSI/IHSS services would 
remain eligible for the Medically Needy program. Legal immigrants losing SSI are now barred from Food Stamps. 



Although the Medicaid program was not directly changed under welfare reform, a number of federal and state 
provisions may affect eligibility among current and future legal immigrants for Medi-Cal, California’s Medicaid 
program (Figure 7). First, states can opt to render all current legal immigrants ineligible for Medi-Cal. While Governor 
Wilson has recently stated his intention to allow current legal immigrants continued Medi-Cal eligibility, our scenarios 
depict a range of potential consequences should California in fact pursue such a bar. 
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In addition, H.R. 3734 bars all future legal immigrants (with no state 
option) from Medi-Cal for at least five years after arrival in the U.S. 
Refugees, asylees, aliens with deportation being withheld, veterans and 
individuals on active Armed Forces duty and their immediate family will 
be excepted from this bar. Approximately fifteen percent of households 
headed by foreign-bom individuals currently receive Medicaid benefits. 
Under a Low Impact scenario in which there is no bar on access to 
Medi-Cal, we estimate that 16,000 future legal immigrants per year will 
be denied Medi-Cal services in Los Angeles County. 9 Should the state 
implement a bar, former SSI, IHSS, AFDC, and Medi-Cal Only 
recipients would lose their medical coverage, their numbers varying with 
naturalization rates. 



Legal Immigrants Losing Or 
Being Denied Medi-Cal 
Benefits 




Legal Immigrants Losing 
Food Stamps 





Figure 8 
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Turning to Food Stamps, an estimated 150,000 legal immigrants are at risk 
of being completely barred from receiving Food Stamp benefits (Figure 8). 10 
In addition, individuals with refugee/asylum/withheld deportation status, will 
be limited to only five years of Food Stamp benefits. Our scenarios assume 
that all employable recipients meet work requirements, and that between 80 
percent and 30 percent of the 150,000 legal immi grants at risk of losing Food 
Stamp benefits are able to naturalize and retain benefits. Under the Low 
Impact scenario, 20 percent or 30,000 lose Food Stamp benefits averaging 
$72 per month. Medium and High Impact scenario losses range from 60,000 
to 105,000. 



Undocumented Women 

California has decided to bar undocumented residents from emergency Medi-Cal coverage including pre-natal care for 
pregnant women. It is estimated that 38,000 to 40,000 women could lose 
pre-natal care in Los Angeles County alone." The total loss of Medi-Cal 
reimbursements for pre-natal care for these women exceeds $18 million a 
year to both public and private service providers. 12 Without Medi-Cal 
funding, our Low Impact scenario assumes that the County continues to 
provide and fund these services with County revenue (Figure 9). Under a 
Medium Impact case, we assume that some women, perhaps 25 percent, 
will not seek pre-natal care either out of fear of being deported or because 
they do not know these services are still available free of cost. Therefore, 

10,000 women would not seek County funded pre-natal care and 74 
percent, or 7,400 of these would not seek pre-natal care at all. 13 A High 



Undocumented Women No 
Longer Receiving 
Pre-natal Care 



Ipi$l 





Figure 9 



Impact scenario would entail all 40,000 women being denied pre-natal care due to the County’s failure to provide such 
services, and 74 percent not seeking care elsewhere (leaving 30,000 without care). 



B. Direct Impacts on the local Economy 

Figure 10 summarizes our findings with respect to the changes in public assistance funds flowing into/out of the local 
economy as a result of welfare reform in Year 1 of implementation. These changes result from benefit elimination, 
moderated by in-flows of alternative benefit dollars (for example, loss of SSI attenuated by added Food Stamp 
revenues). In addition, we estimate losses related to the elimination of Medi-Cal reimbursements. Losses associated 
with TANF time limits are discussed separately below, and impacts on the County budget per se (rather than the 
economy more generally) follow in Section C. We assume that added costs to the County budget will be met by an 
internal reallocation of County resources, rather than through new revenue ^generation. Thus, neither overall County 
spending or the local economy would be affected. -i. O 
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Table 2 provides additional detail on the sources of direct economic impact. At the bottom of the Table, we aggregate all 
of the dollar losses associated with each scenario. It should be noted, however, that the probability of having scenarios 
play out in practice vary by program and population; thus while for one program the Low Impact scenario is most likely 
to occur, under another program the Medium or High Impact scenario might be most probable. Nonetheless, this 
aggregation provides a rough idea of the range of direct economic impacts that could flow from reform measures. 

Under Low Impact scenarios, impacts are modest (with losses 
totaling less than $130 million per year); under Medium and High 
Impact scenarios, however, impacts become much larger: from 
almost $1 billion to $1.5 billion per year. Such direct impacts, 
which translate directly into lost consumer spending power, are 
sizable and as our analysis of indirect economic effects shows, 
produce significant losses of jobs, employee compensation, and 
property income affecting wide segments of the Los Angeles 
economy. 

Different reform provisions are linked to economic impacts of 
varying magnitude. By far, the largest potential losses arise 
from elimination of program eligibility for legal immigrants. Depending on the scenario, losses linked to termination of 
legal immigrants range from almost 50 to 90 percent of all direct economic impacts. Some of these losses are relatively 
unlikely, for example, denial of TANF or Medi-Cal benefits; but even excluding these programs from consideration, SSI 
and Food Stamp losses linked to legal immigrant provisions are significant. 



Direct Impacts Of Welfare Reform 
On The Local Economy 




Figure 10 



With respect to TANF time limits, we have only estimated the direct economic impacts of the Year 1 caseload as it 
cycles through various situations over Years 1-6. However, during Years 2-6, our scenarios suggest that losses 
associated with the Year 1 caseload would total from $458 million (Low Impact) to $2.7 billion (High Impact). Because 
additional Food Stamp, Foster Care, and state Maintenance of Effort (MOE) funds required by federal law would flow 
into the region as TANF clients are terminated, these losses would drop to $227 million (Low Impact) to $846 million 
(High Impact). 



Table 2: Direct Impacts on The Local Economy- First Year 

Low Impact Medium Impact High Impact 



TANF Time Limits 


• $18 Million in TANF 
benefits lost in year 1 

• $2 Million in added Food 
Stamp benefits in year 1 

• $7 Million in added Foster 
Care payments in year 1 


• $92 Million in TANF 
benefits lost in year 1 

• $10 Million in added Food 
Stamp benefits in year 1 

• $36 Million in added Foster 
Care payments in year 1 


• $92 Million in TANF 
benefits lost in year 1 

• $10 Million in added Food 
Stamp benefits in year 1 

• $36 Million in added Foster 
Care payments in year 1 


Disabled Children 
Losing SSI 


• None 


• $ 7.8 Million/year in lost 
SSI/SSP benefits 
•$1.8 Million/year in added 
Food Stamp benefits 


• $ 15 Million/year in lost 
SSI/SSP benefits 

• $3.5 Million/year in added 
Food Stamp benefits 


Disabled Children 
Losing Medi-Cal 
Benefits 


• None 


• $ .76 Million/year in lost 
Medi-Cal reimbursement 
funding 


• $ 1 .4 Million/year in lost 
Medi-Cal reimbursement 
funding 


Substance Abusers 
Losing SSI 


• $ 8.2 Million/year in lost 
SSI/S SP benefits 

• $1.2 Million/year in added 
Food Stamp benefits 


• $ 16.4 Million/year in lost 
SSI/SSP benefits 

• $ 2.4 Million/year in added 
Food Stamp benefits 


• $ 32.9 Million/year in lost 
SSI/SSP benefits 

• $ 4.9 Million/year in added 
Food Stamp benefits 


Individuals Losing 
Food Stamps 


• $ 34 Million loss in food 
stamp cuts in FY 1996/97 


• $ 37.3 Million loss in food 
stamp cuts in FY 1996/97 


• $ 47 Million loss in food 
stamp cuts in FY 1996/97 
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Table 2: Direct Impacts on the local Economy- First Year - Continued 



Individuals Losing 
General Relief 


* None 


* None 


* None 


Legal Immigrants 
Losing TANF 


• None 


• $ 109.7 Million/year in lost 
TANF benefits 


• $ 1 96.2 Million/year in lost 
TANF benefits 


Legal Immigrants 
Losing SSI 


• None 


• $ 258.6 Million/year loss of 
SSI/SSP & IHSS benefits 


• $ 452.7 Million/year loss of 
SSI/SSP & IHSS benefits 


Legal Immigrants 

Losing 

Food Stamps 


• $ 24 Million/year in lost 
food stamp benefits 


• $ 48 Million/year in lost food 
stamp benefits 


* $ 84 Million/year in lost 
food stamp benefits 


Legal Immigrants 
Losing Medi-Cal 
Benefits 


• $38.4 Million/year in lost 
potential Medi-Cal 
reimbursement funding 


* $405.2 Million/year in 
lost/denied Medi-Cal 
reimbursement funding 


* $680.2 Million/year in 
lost/denied Medi-Cal 
reimbursement funding 


Undocumented 
Women Losing Pre- 
Natal Care 


* $ 1 8 Million/year in lost 
Medi-Cal reimbursement 


* $1 8 Million/year in lost Medi- 
Cal reimbursement 

* $1 1.5 Million/year in added 
health care costs to public/ 
private health care providers 


• $ 1 8 Million/year in lost 
Medi-Cal reimbursement 

* $46 Million/year in added 
health care costs to public/ 
private health care providers 


TOTAL 


- $ 127.4 Million 


- $ 939.1 Million 


- $ 1.5 Billion 



C. Direct Impacts on the County budget 



Under legal mandate to protect the health and welfare of its 
residents, the County of Los Angeles provides relief programs for 
those deemed ineligible for state and/or federal programs in 
addition, the County’s Department of Health Services provides 
medical care to large numbers of medically indigent persons, 
receiving Medi-Cal reimbursements for some portion of this care. 
Similarly, the County is responsible for 30 percent of Foster Care 
placement costs. Under welfare reform, termination of eligibility 
for cash assistance from either TANF or SSI programs, 



Direct Impacts Of Welfare Reform 
On The County 




restriction/elimination of Medi-Cal access, and an increase in Figure 11 

Foster Care placement rates can be expected to translate into additional costs for the County (Figure 11). 



Table 3 provides additional details on the sources of County budget impacts. Not all of those losing cash benefits will 
migrate into the locally-funded General Relief program; there are no firm estimates of what share can be expected to 
migrate. For illustrative purposes, however, our scenarios assume that half of all terminated TANF and SSI recipients 
will seek aid from General Relief. At the same time, potential changes in the General Relief program itself could be 
implemented, to reduce access and benefits to this program of last resort and save County dollars. 

The case with lost Medi-Cal reimbursements is more complex. Our estimates relate to direct reductions in 
reimbursements, due to possible eligibility terminations; but since the County’s public health system does not provide 
care to all those Medi-Cal recipients who might be cut off, not all impacts would be borne by the County itself but rather 
other local hospitals providing health care services to Medi-Cal clients. In the absence of solid assessments of how 
responsibilities for potentially impacted client groups might be distributed across public and private health service 
providers, scenario estimates presented here assume roughly proportional levels of responsibility for service delivery to 
Medi-Cal clients affected by welfare reform provisions. 

County costs linked to welfare reform range from almost $60 million per year to almost $375 million. Additional Foster 
Care costs are estimated to range from $3 to 15.5 million; lost Medi-Cal reimbursements and increased costs due to 
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denial of Medi-Cal funding for pre-natal care for undocumented women, range from between almost $47 to $332 
million; and additional General Relief costs range from a modest $9 million (Low Impact) to over $200 million (High 
Impact). Only if the County moved to severely restrict access to General Relief and cut benefits, thus saving between 
$108.7 and $179.2 million per year under our Medium and High Impact scenarios for General Relief clients, would 
these latter costs be attenuated. 



Table 3: Direct Impacts on the County - First Year 

Low Impact Medium Impact High Impact 



TANF Time Limits 


* $7.5 Million in added 
GR costs in year 1 

* $ 3 Million in added 
Foster Care costs in year 1 


* $37.6 Million in added GR 
costs in year 1 

• $ 15.5 Million in added Foster 
Care costs in year 1 


• $37.6 Million in added GR 
costs in year 1 

• $ 15.5 Million in added Foster 
Care costs in year 1 


Disabled Children 
Losing SSI 


* None 


* None 


• None 


Disabled Children 
Losing Medi-Cal 


* None 


* $.38 Million/year* in lost 
Medi-Cal reimbursement funding 


• $5.2 Million/year* in lost 
Medi-Cal reimbursement funding 


Substance Abusers 
Losing SSI 


* $ 1.8 Million/year in 
added GR costs 


* $ 3.5 Million/year in additional 
GR benefit costs 


* $ 7. 1 Million/year in additional 
GR benefit costs 


Individuals Losing 
Food Stamps 


* None 


• None 


• None 


Individuals Losing 
General Relief 


* None 


• $ 108.7 Million/year savings in 
reduced GR benefit costs 


• $ 179.2 Million/year savings in 
reduced GR benefit costs 


Legal Immigrants 
Losing TANF 


* None 


• $ 42.8 Million/year in 
additional GR benefit costs 


• $ 74.9 Million/year in 
additional GR benefit costs 


Legal Immigrants 
Losing SSI 


* None 


• $50 Million/year in additional 
GR benefit costs 


* $ 87.5 Million/year in 
additional GR benefit costs 


Legal Immigrants 
Losing Food Stamps 


* None 


• None 


• None 


Legal Immigrants 
Losing Medi-Cal 


• $19.2 Million/year* in 
lost potential Medi-Cal 
reimbursement funding 


• $202.6 Million/year* in 
lost/denied Medi-Cal 
reimbursement funding 


• $340.1 Million/year* in 
lost/denied Medi-Cal 
reimbursement funding 


Undocumented 
Women Losing Pre- 
Natal Care 


* $27.6 Million/year in 
costs for providing pre- 
natal services without 
Medi-Cal reimbursement 


• $17.2 Million/year in costs for 
providing pre-natal services 
without Medi-Cal reimbursement 


• No costs for providing pre- 
natal services 

• Medi-Cal reimbursement funds 
for health care for infants in first 
year of life outweigh lost Medi- 
Cal reimbursements for pre-natal 
care by $13.8 Million/year (net 
gain) 


TOTAL 


- $ 59.1 Million 


- $ 260.9 Million 


- $ 374.9 Million 



*Our scenarios have estimated the potential loss of Medi-Cal reimbursement funding to the local economy, which includes both private and 
public health care facilities in the county. Without information on what share of these funds go to public as opposed to private facilities, 
we have assumed that these funds are split 50/50. Thus, the amounts listed here under lost Medi-Cal reimbursement funds are 50 percent of the 
totals given in direct fiscal impacts 
on the local economy. 



In addition to direct impacts, the County will face a variety of indirect effects of welfare reform. Not all can be estimated 
quantitatively. Such effects are treated in the following Section. 
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3. Indirect Impacts of Welfare Reform in Los Angeles County 



Welfare reform will have a host of secondary effects. Our report highlights indirect impacts on: 



• btisiness, employment and the economy; 

0 health access and services for poor people; 

• child and family welfare ; 

• housing and homelessness; 



• hunger; 

• crime; and 

• neighborhood effects. 



A. The Economy 

Los Angeles County lost enormous numbers of jobs during the recession, 
and trails behind both the state and nation in terms of economic recovery. 
These economic circumstances are reflected in the rapid rise in welfare 
caseloads of the early 1990s, the county’s slower rate of caseload decline 
compared to the nation, and the large numbers of individuals now seeking 
work. Expected growth rates for the county are essentially flat, and the 
county remains approximately 300,000 jobs short of its pre-recession 

15 * 

peak. Only about 36,000 jobs were created in 1995, and 55,000 jobs 
during 1996. 



Estimated Job Losses 
Associated With 
Welfare Reform 
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Figure 12 



Welfare reform may severely jeopardize Los Angeles’ fragile economic recovery, as changes in the level of public 
assistance dollars flowing into the region translate into reduced consumer purchasing power and thus job loss, employee 
compensation, and property income (Figures 12 and 13). Maintenance of Effort requirements will channel some state 
funds into the county; cash income reductions may be partially offset by increases in Food Stamp benefit levels for those 
who remain eligible for this program; and expected increases in Foster Care placements will bring nonlocal money 
flowing mto the county’s economy. 16 But these offsetting revenue streams will be insufficient to eliminate the economic 
impact of welfare reform measures. Moreover, additional burdens on the County budget associated with welfare reform 
provisions, from increases to the GR caseload or additional unreimbursed medical service expenditures, are unlikely to 
be met by revenue generating initiatives. Given current legal limitations on increasing property taxes and local public 
spending (i.e. Propositions 13 and 4), such added costs are most apt to be met by reductions in other areas of the County 
budget, or through benefit/service reductions. 



Lost Employee Compensation And Property Income 
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in the context of slow economic rates in 
Los Angeles County, such job losses are 
highly significant. Under the High Impact 
scenario, job losses would wipe out over 
85 percent of all new jobs created in the 
county in 1996. Certain major sectors of 
the economy would suffer the greatest 
losses, particularly trade and services. 
Under the Medium Impact scenario, 
approximately 1.6 percent of all trade- 
related jobs would be lost, rising to 2.6 
percent under the High Impact scenario; 
retail trade, especially grocery stores, 
would be hardest hit. In the case of services, losses would range from 1.1 to 1.9 percent under Medium and High Impact 
scenarios, respectively. Local governments across the region would be financially hurt by such job impacts, especially 
those in the retail trade area. Losses of retail trade output associated with each scenario, for example, translate into 
reductions in sales tax revenues for local government ranging from $7 million to $46 million dollars per year. 
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Figure 13 
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Economic impacts of TANF time limits/work requirements in Year 1 of implementation are relatively small under 
any scenario. Between Years 2 and 6, however, as recipients cycle on/off TANF and meet lifetime eligibility limits, 
job losses mount. Although losses are held down due to the infusion of Foster Care funds and MOE dollars, which 
augment the county economy, they still range from 6,239 under the Low Impact scenario, to 21,421 under the 
Medium Impact scenario, to 22,316 under the High Impact scenario. On an ann ual basis these losses range from 
1250 to almost 4,500 jobs. 

It must be emphasized that although TANF-related job losses outlined here are relatively modest, they pertain to a 
single year’s caseload. Given continuing slow growth in the local economy, families will inevitably experience 
financial difficulties, and some share will exhaust unemployment insurance and other sources of support. Regardless 
of labor market conditions, some families will continue to experience life crises which lead them to seek public 
assistance. Thus in Year 2, 3, and so on, as cohorts of new applicants apply for/receive TANF, program 
requirements will create a series of mounting, cumulative economic impacts as recipients cycle through the system 
and eventually meet lifetime eligibility limits. 

These findings may overestimate the extent of job loss, because the county’s economy is open and so savings 
generated elsewhere may flow into the local economy. But because of increasing demands on federally-funded 
food, health care, child welfare, and low-income housing programs, projected welfare savings will be sharply 
attenuated. Our scenarios are more likely to underestimate impacts, since they do not track the cumulative impacts 
of economic change as they are played out over time, and because they do not account for the impacts on business 
investment decisions of an overall decline in the quality of life in Los Angeles — for example increasing rates of 
homelessness, and deteriorating public services. 

Specific Impacts on Low Wage Workers and County Workers 

Two particular segments of the labor force may be especially affected — low wage workers, and selected groups of 
employees of Los Angeles County. Low-wage workers could be affected by growth in the low-wage labor pool 
created by TANF time limits and work requirements. For example, the influx of job seekers due to TANF implies an 
increase in the number of unemployed persons looking for work of up to 34 percent. Expansion of the low-wage 
labor pool can be expected to exert downward pressure on wages. 



A recent study suggests that in California , given a 3 percent increase in the 
bottom thirty percent of the labor market: 

• Average wages would fall by almost 18 percent. 

• Workers could lose up to $1. 02/hour ; shrinking their hourly wage rate to 
$4.67 (in 1994 dollars). 

• “Lost wages ” could total $6.4 billion per year. 



County workers could also be affected indirectly by welfare reform. For example: 



• Overburdened child welfare workers may face increase case management 
responsibilities. 
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• Falling IHSS caseloads could cost some IHSS workers their jobs; Medium 
and High Impact estimates suggest that County IHSS workers could lose 
between $40 - $70 million in wages per year, respectively. 

• Work requirements may stimulate a large-scale expansion of workfare, 
which could ultimately displace County employees. 



With respect to workfare, approximately 22,000 people now participate in the GR workfare program, roughly 
equivalent to 5,000 full-time equivalent workers. 17 These workfare workers — laboring for the equivalent of the 
minimum wage of $5. 25/hour - are concentrated in Departments of Public Works, Parks & Recreation, Public 
Social Services, Health Services, and Sheriff (Juvenile division), performing job tasks similar to County employees 
paid between $6.58 - $ 10.82/hour, with benefits. At this point, there is little evidence of employee displacement due 
to the availability of GR workfare workers. But concern about displacement has mobilized labor and community 
organizations. Rising County welfare program costs could lead to more aggressive efforts on the part of the County 
to substitute workfare participants for public sector employees. Other avenues to public assistance cost reduction, 
including privatization and automation, could also negatively impact County workers by shimking/eliminating 
certain job categories, limiting opportunities for reclassification and advancement, and putting downward pressure 
on wages. 

B. Health & Mental Health 

With the current health care system in Los Angeles County already in a precarious situation, any additional loss in 
Medi-Cal coverage or growth among the uninsured population could have dire consequences for service delivery in 
the future. Recent findings indicate that: 



• Nearly half of Los Angeles County residents (4. 3 million people) are uninsured or covered by Medi-Cal. 

• In 1992, the 2.6 million uninsured residents needed approximately 15 million doctor visits per year, of 
which 4 million did not take place. The majority of the remaining 11 million visits were provided for by 
County health services as well as by other public and private health care facilities. 

• At the start of the 1995-96 fiscal year, Los Angeles County was faced with an unprecedented $655 million 
budget deficit in health services. 

• County revenue available for indigent health care has continued to decline because of limitations on 
increasing tax revenues embodied in Propositions 4 and 13, and decreasing funding from Proposition 99. 

• The number of public and private hospitals, trauma centers and paramedic receiving hospitals has 
continued to decline during the past decade due to increasing competition and dwindling financial 
resources. 

According to the Medi-Cal scenarios presented in this study: 

• Between 315 - 600 disabled children could lose their Medi-Cal coverage . 

• Approximately 1 6, 000 legal immigrants new to Los Angeles could be denied Medi-Cal every year. 

• From 8,800 - 15,400 legal immigrants could lose their IHSS benefits. 

• If the state exercises the option to bar all legal immigrants from non-emergency Medi-Cal coverage, 
between 137,000 - 227,000 individuals could be denied Medi-Cal. 
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• Additional individuals could be at risk if California opts to deny parents failing to meet TANF work 
requirements health coverage , if individuals losing SSI also lose the categorical link to Medi-Cal or if 
individuals who transition from welfare to jobs without health insurance eventually lose Medi-Cal 
coverage. 

• Between 7,400 - 30,000 undocumented women could receive no pre-natal care at a ll. 

Reduced Medi-Cal coverage will increase the number of uninsured individuals in the county, causing the following 

impacts: 

• Declining overall public health because a lack of preventive and early intervention services could lead to an 
increasing prevalence of treatable and preventable illnesses. 

• The percentage of " non-urgent " emergency room visits could skyrocket because access to health care will 
become increasingly limited for a larger percentage of the population. 

• Costs of treating illness at advanced stages will increase. 

• Reduced disproportionate share hospital (DSH) payments linked to Medi-Cal reimbursements , will mean 
even scantier financial resources with which to fund indigent care in Los Angeles; in 1995-96 DSH payments 
accounted for over half of the funding for indigent health care. 

• Women denied pre-natal care could give birth to children with decreased average birth weight and 
increased rates of morbidity and mortality. 

• Without pre-natal care sexually transmitted disease (STD) screening for undocumented the rate of STD 
transmission could increase and long-term treatment costs could rise resulting in a potential cost of $19 - 
$26 million.™ 

• Elderly legal immigrants who lose In Home Supportive Services (IHSS) could require placement in high cost 
nursing homes. 



Increasing demand from people who cannot pay for their care will increase the financial burden on safety net 
providers and may potentially cause many clinics and health centers to close their doors. For other clinics, 
increasing demand will increase waiting times for primary care and preventive services. This, in turn, will force 
individuals to delay getting needed care, or to forgo getting any care at all. By their very nature, uninsured 
individuals often do not receive preventive care which can mitigate and prevent longer term health problems and 
costs. Furthermore, with no or limited access to primary care facilities, the uninsured often turn to hospital 
emergency rooms for non-urgent treatment. 

Welfare reform measures will also impact the mental health of Los Angeles residents in the following ways: 

• Increased economic instability resulting from welfare reform could lead to overall social stress 
increases contributing to higher levels of mental hospitalization and admission rates to other treatment 
settings . 19 

• As already vulnerable people are impacted by welfare reform in significant numbers , psychological 
functioning may lead to rising rates of acute episodes of mental disorder , and deteriorating mental 
health status of those already coping with a chronic disability. 

• The growing prevalence of " welfare bashing " can lead to further reduced self-esteem for many 
welfare recipients. 
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C. Child & Family Welfare 

Of all the populations impacted by welfare reform, there are none more vulnerable than children. Punitive reform 
measures targeted at poor adult parents have historically impacted their dependent children as well. As family 
incomes decline and the rate of poverty escalates, 20 the repercussions will fall disproportionately on the shoulders 
of our youngest residents. This is significant because the healthy development of children, especially very young 
children, is influenced by their parents’ financial security: adequate nutrition, quality child care, family unity, 
educational opportunity and the availability of health care are all linked to the extent of household resources. A 
review of the status of children in Los Angeles County indicates that: 



• Today , one in three children in Los Angeles lives below the poverty /eve/. 21 

• Statewide, 1.6 million children are eligible for subsidized child care, yet only 250,000 children are 
currently receiving it . 22 

• Los Angeles County had the 9 th highest average costs for child care in the state. 

• In 1993-4, approximately half of the children who lived in LA Angeles County (1.3 million children) 
received at least some services from the various County programs. 

• In 1993-4, families with children made up 20 percent of the total homeless population in the county. 

• In December of 1996, the number of children in the Los Angeles foster care system exceeded 50,000 

• The number of child abuse cases opened in 1994 (nearly 170,000) was up 57 percent from 1990 . 

• In 1995, 12 percent of children state-wide were hungry and 37 percent were u food insecure " or at risk 
of hunger. 23 

• In 1990, an estimated 274,000 children (aged 0-17) in Los Angeles County were in need of mental 
health services. 



Potential Welfare Reform Impacts on Children 

The fact that so many children in Los Angeles County are at risk justifies concerns about the future impact of 
welfare reform on this population. Key concerns include the effects of time limits and work requirements on family 
income and of food stamp cuts on child nutrition, as well as an increased (and perhaps impossible to meet) demand 
for child care assistance. The City of Los Angeles expects a number of additional human services impacts 
pertaining to children including increased needs for delinquency prevention programs, counseling and case 
management for families, youth and at-risk homeless youth programs; and assistance with finding housing. The list 
of potential direct and indirect impacts on children and families is extensive and includes the following: 

Economic impacts - Families will encounter increased economic insecurity and risk of poverty; the Children’s 
Defense Fund has estimated that 252,700 children in California will be impoverished as a result of welfare reform 
provisions. Nationally, one-fifth of all families with children will see their incomes fall by about $1,300 per year; 
two-parent working families with kids would lose an average of $1,540 a year and single parents with kids would 
lose an average of $1,160. In Los Angeles County: 



• Over 300,000 families receiving TANF will have their monthly benefits reduced 4.9 percent, an 
average annual loss of S3 48 for a family of three. 

• Between 3,000 - 15,000 families could lose their monthly TANF benefits because of failure to meet 

paternity establishment requirements or because of a drug related felony. 
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• Over five years, net TANF case terminations could range from 325,000 to nearly 500,000 (or an 
average of 65,000 - 100,000 cases a year). 

• In the Low Impact Scenario, nearly 75,000 TANF families will reach the five-year limit and be cut off 
from assistance in Year 6. 

• Approximately 112, 000 grandparent-headed families are at risk of losing assistance should they fail to 
meet work requirements or hit the five year limit, unless they are exempted from these provisions . 

• If barred from TANF, up to 86,800 legal immigrant families could be cut off from assistance. 



Rising Neglect, Abuse, and Foster Care Placements - If welfare reform leads to decreased economic security for 
families, incidents of child abuse and neglect will increase along with foster care caseloads. These impacts would 



• If 5 percent of the 6,000 children in the county who must have their eligibility reviewed (300 children) 
lose benefits and require Department of Children and Family Services assistance, the cost to the 
County would exceed $4 million a year. 

• Increased demand for child protective services will come just as certain key sources of funding are 
threatened by welfare reform. 

• An additional 3,200 to 21,000 children a year could require foster care services over the next six 
years. 

• Currently there are 20 percent more children being served in foster care than the system was designed 
to accommodate , 24 indicating that increased caseloads would not easily be absorbed. 

• Foster care costs approximately 11 times what it costs to maintain a child in-home with TANF 
benefits. 

• Increased foster care caseloads could be accompanied by an escalation of negative “side effects” 
currently tied to foster care placement such as post-emancipation homelessness, decreased health and 
mental health and decreased education achievement. 



Implications for Child Care - We can expect that the current dilemma presented by an insufficient number of child 
care slots in Los Angeles County, the share of family income needed to cover the costs of- child care and the 
prevalence of low quality child care facilities will worsen once welfare-to-work requirements are fully implemented. 
The main concerns in this area are as follows: 



• The guarantee of child care under former family programs, so crucial to those transitioning from 
welfare to work, is now abolished. 

• While block grant funding for child care programs has been slightly increased, it is already estimated 
to fall short of what will be needed. 

• Recent studies have shown that child care costs on average consume from 35 - 50 percent of a full- 
time minimum-wage worker ’s earnings. 

• Not only is there currently a shortage of affordable child care slots, but of those available, many of 
them are of low quality. 

• Los Angeles County officials have estimated that as a result of welfare reform alone, an additional 
31,000 child care spaces will be needed by the year 2001 - this is in addition to the existing shortage 
of child care slots for the children of working parents. 



mean that: 
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D. Housing & Homelessness 

Welfare reform and related measures will exert powerful economic pressures on many recipient households, and can 
therefore be expected to influence the housing status of those households as they seek to balance needs for food, 
clothing, medical care, transportation, child care, and other basic necessities against the cost of shelter. Our current 
assessment portrays a housing market in Los Angeles with a rapidly growing number of precariously housed 
households and an increasing pool of individuals at risk of homelessness. Recent trends indicate that: 



• In real terms, rents rose over 50 percent between 1980 and 1990. 

• Housing prices, which had been equal to the national average in 1974, were 55 percent above that 
norm by the Mid-1980s , 25 

• Between 1980 and 1990, the percentage of precariously housed households in Los Angeles County 
rose from just over eight percent, or 224,320 households, to almost 10 percent, or 288,123 

households. 

• By the mid-1980s, an estimated 42,000 families were living in garages, many of which were 
unimproved and/or illegally converted. 

• In 1996, an individual working full-time would need to earn $1 4/hour - 295 percent of the minimum 
wage — to afford a one-bedroom apartment at the fair market rent (FMR). 

• A four-person household with a maximum AFDC grant of $707 in 1996, who should have been paying 
$2 12/month (30 percent of their grant) for an affordable unit, would have faced an FMR for a two- 
bedroom apartment equivalent to 121 percent of their total assistance payment (or $855 ). 

• Almost 125,000 households are on preliminary registration and waiting lists for a County Housing 
Authority Section 8 subsidy; people who succeed in having their names added to the list wait an 
average of 2-5 years before receiving assistance. 

• Almost 20,000 households are on waiting lists for one of the County Housing Authority ’s 2,891 public 
housing units. 

• In 1995, the County estimated that 111,500 rent subsidies would be needed to meet the demand of 
low/moderate income households by the year 2000. 

• All city housing authority waiting listsfor assisted housing are currently closed. 



As a result of welfare reform and its impact on individual and family incomes, we can expect: 



• Public, nonprofit, and private housing providers to experience a major shortfall of revenues from rents 
as tenant ability to meet monthly rental payment obligations falls and the gap between payments and 
actual costs rises; housing quality may deteriorate as a result. 

• The number of individuals who are " precariously housed" and in need of housing assistance, will 
increase dramatically. 

• Residential crowding will surge and ", doubling up " in order to make ends meet will become even more 

widespread. 

• The subsidized housing sector can expect significantly increased costs of operation, and negative 
effects on its ability to provide safe and decent housing to tenants. 

• An increase in eviction and tenant tum-over rates will occur in subsidized housing units. 



Given recent historical trends, it is unlikely that any additional housing resources will be forthcoming from the 
U S. Department of Housing and Urban Development (HUD); the Department’s FY95 budget, originally set at 
$25.4 billion, was ultimately reduced to $20.1 billion (a 21 percent cut) and the FY96 authorization was 
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reduced a further 5 percent. Moreover, mounting costs of contract renewal will claim a growing share of HUD 
resources. 

Homelessness - The number of people apt to become 
homeless as a result of welfare reform will grow 
dramatically (Figure 14). Assuming that between a quarter 
and a half of those migrating to GR or losing part or all of 
their GR benefits become homeless at some point during the 
year, homeless numbers would jump. Under the Medium 
Impact scenario, homelessness would grow 26 to 52 
percent; under the High Impact scenario, 40 to 80 percent. 

With an estimated 84,300 individuals being homeless on 
any given night, and a total of 236,400 homeless at some 
point during the year in 1993-94, it seems unlikely that the 
current system of shelters (with 11,000 total beds) will be 
able to accommodate such a surge in the number of 
individuals needing shelter services. 

E. Hunger 

Hunger, and the health problems related to poor nutrition, are already serious problems for many poor people in Los 
Angeles. A complex system of public sector food programs has evolved to address these problems, but several 
recent developments have negatively impacted the region’s ability to adequately meet the needs of poor and hungry 
individuals. Despite growth in the amount of emergency food distributed to individuals between 1970 and 1990, the 
availability of these food supplies began to fall dramatically after 1990 at the same time that the economic downturn 
led to an increased demand for food assistance. 



Individuals Experiencing An Episode 
Of Homelessness As A Result 
Of Welfare Reform 



200,000 mi 




Figure 14 



• In 1994, the Los Angeles Regional Food Bank delivered almost 34 million pounds of food to agencies 
that serve meals and distribute grocery packages; by 1995, despite aggressive donor solicitation, this 
figure had fallen to only 22.6 million pounds, and in 1996 only about 21 million pounds. 

• The U.S. Department of Agriculture used to provide between 33-50 percent of food distributed to anti- 
hunger programs , but that share has fallen to 10-20 percent. 

• Food donations from the for-profit food sector have diminished due to corporate restructuring to 
increase efficiency and minimize “waste. ” 

• A new breed of downmarket food discounters now buys much of their merchandise from mainstream 
retailers eager to sell surplus food and increase profits rather than donate food as in the past. 



With the implementation of welfare reform provisions, 
demand for food assistance programs will inevitably rise 
dramatically, and the number of households standing in line 
for groceries and meals from charitable groups will grow 
longer even as their supplies dwindle. The large-scale loss of 
Food Stamp benefits as well as cash income for food, 
particularly among legal immigrants no longer eligible for 
aid, raises the spectre of spreading hunger and malnutrition in 
Los Angeles (Figure 15). 



Loss Of Food Purchasing Power 
Due To Direct And Indirect 
Impacts Of Welfare Reform 
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• Our scenarios suggest that among legal immigrant populations losing SSI and Food Stamps alone, 
loss of funds that would normally have been targeted to annual food purchases could total as much as 
$185 million. 

• Total loss of food purchasing power among recipients losing some or all of their welfare benefits 
range, depending on scenario, from $60 to $330 million a year. 

• Our economic analysis suggests an additional loss of food purchasing power due to job losses linked 
to welfare reform of between $16 and $165 million per year. 

• Altogether, direct benefits losses and job-loss related reductions in employee compensation targeted to 
food total between $76 and $495 million per year. 



F. Criminal Justice 

The dynamics of crime and incarceration rates are complex, but crime is positively linked to a lack of access to 
opportunities - especially those provided by employment, income, and education. 26 During spells of 
unemployment, criminal motivation increases due to heightened stress and alienation, and the lack of ability to 
participate in legitimate economic activities. Unemployment and poverty often lead individuals to cast doubt on 
their ability to obtain regular work, and stimulate criminal behavior. In addition, those who are unemployed have 
the time to pursue illegal endeavors. 27 Other factors besides unemployment affect the propensity toward illegal or 
violent activity, including income inequality. In general terms, certain types of crime become more prevalent as 
individuals adopt an increasingly inappropriate approach to eliminating the wage gap, and lash out at a system over 
which they feel a lack of control and an inability to influence their relative economic or social position. 28 

If, as projected under even low impact assumptions, significant numbers of people become poorer as a result of 
welfare reform provisions, and social polarization intensifies, such findings from criminological research suggest 
that: 



• Levels of crime, violence, and ultimately incarceration in the region may rise 

• Increases in petty criminal activity (shoplifting, pilferage, etc.) are to be expected as hunger and 
deprivation spread. 

• A range of behaviors characteristic of literally homeless people, which have become increasingly 
criminalized (such as trespassing, sleeping in public space, and begging) will become more common. 



G. Neighborhood Effects 

The existing geographies of poverty and welfare in Los Angeles insure that the both direct and indirect impacts of 
welfare reform will be felt unevenly across the county’s landscape (Figure 16). Because a disproportionate share of 
poor and welfare-reliant households live in communities located within the central subregion of the county, 29 even 
under the low impact scenario: 



• Central area communities will be disproportionately impacted by changes in welfare eligibility and 
benefit levels. 

• Central area business districts may deteriorate as retail businesses, consumer service outlets, and 
entertainment facilities economize on maintenance, transition to more down-scale operations, or close 

completely. 

• Because so much welfare income goes to pay the rent, benefit withdrawal may dramatically reduce 
rent revenue streams, resulting in residential abandonment. 
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Our economic analysis also suggests that, despite the concentration of certain direct and indirect effects in areas 
with the largest numbers of affected aid recipients, conditions for a wide range of industrial sectors and occupational 
groups — including many medium and high-wage occupations — will be influenced by welfare reform as jobs are 
lost throughout the economy due to inter-industry linkages. Services in many communities will also suffer, as the 
loss of purchasing power is translated into reductions in sales tax revenues for cities. This dispersion of 
socioeconomic impacts will translate into: 



• Downward mobility for many people and businesses with no direct link to welfare. 

• Slowed growth and deterioration of public services in Middle class to affluent communities typically 
seen as far removed from “ inner city” problems . 



Thus, it is critical to recognize that although changes in welfare programs and benefits are of vital concern to past, 
present and future public assistance recipients and their local co mmuni ties, a much broader public holds a crucial 
stake in the ultimate outcomes of welfare reform. 



4. Local Responses to Welfare Reform 



Under a variety of plausible scenarios, welfare reform may have profound implications for many Los Angeles 
residents and communities. Our study addresses the capacity of two key local sectors to respond to the demands for 
assistance that will arise: the voluntary nonprofit sector, and the County of Los Angeles - which, unlike cities, is 
legally mandated to protect the health and welfare of residents. 

A. The Capacities Of The Non-Profit Sector 

Welfare reform will reduce caseloads without necessarily mitigating high levels of need for welfare and social 
services across Los Angeles. Over time, the need for cash and in-kind assistance will grow, but the nonprofit sector 
will have insufficient capacities to meet burgeoning needs — it may even be overwhelmed by demands for help. 



• Welfare reform will shift anti-poverty resources away from cash assistance paid to families, to cover 
their subsistence needs, towards service providers with far more diverse clients and program goals. 

• Loss of public funding from Title XX Social Service block grants and other government sources may 
weaken the sector since it relies heavily on government grants, contracts, and fee-for-service income. 

• Among Los Angeles social welfare nonprofits, an estimated two-thirds of revenues were derived from 
government fees and grants. 30 

• Private philanthropic revenues are not targeted to the most needy sector; almost 70 percent of Los 
Angeles household donations went to religious groups, while foundation giving is largely targeted to 
education. 

• Charitable dollars are inadequate and declining; donations to Southern California United Way fell 36 
percent from 1985 to 1994 31 

• Service delivery will become more entrepreneurial and retarget services to clients with greater ability 
to pay; low-income clients stand to lose out. 

• Compared to other metropolitan areas, the nonprofit sector in L.A. is underdeveloped; it is also 
geographically uneven, and thus some areas of Los Angeles (especially central area communities with 
lower levels of nonprofit service) will be worse hit than other part s of the county. 
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In sum, welfare reform and devolution of responsibility of social service provision to the local level unfolds in a 
context of nonprofit reliance on government funding, inadequacy and bias in the giving of foundations and 
households away from social services, and of spatial inequity in nonprofit service provision. The implementation of 
TANF time-limits will inject some funds into the nonprofit sector because some savings from caseload reductions 
are mandated to go to local child care and training programs. Non-profits may respond, as they have in the past to 
public revenue reductions, by increasingly charging fees for services, shifting goals and targeted client groups, and 
refraining from challenging the status quo. But it is clear that the voluntary sector does not have the capacity to re- 
knit the social safety net. 

B. The County of Los Angeles 

Federal welfare reform and its attendant devolution of both funding and responsibility for welfare to states and 
localities, may more heavily impact the County than any other unit of local government. Residents facing public 
assistance benefit loss or reduction will have little choice but to turn to programs such as GR for support, and to 
seek health care services at County hospitals and clinics. Los Angeles County will face mounting welfare-related 
cost burdens for several reasons: 



• Large numbers of legal immigrants will lose a variety of benefits. 

• The lagging economy is unable to absorb the many TANF recipients expected to make a transition 
from welfare to work. 

• Medi-Cal reimbursement funding associated with provisions affecting Medi-Cal eligibility for future 
legal immigrants will be withdrawn. 

• Fiscal weakness , linked to the overall economy, legal restrictions on spending and revenue generation, 
and a political climate unfavorable to tax increases (particularly for welfare purposes), will curb 
attempts to raise additional revenues. 



These factors together could translate into serious budget woes for the County. Depending on scenario, our 
estimates indicate that in the first year: 



• County GR costs may grow between $9 3 and $27.9 million from current expenditures of 
approximately $235 million per year. 

• Almost $28 million in additional costs for pre-natal care will accrue for undocumented women no 
longer covered by Medi-Cal 

0 From $19 to nearly $332 million in Medi-Cal reimbursements (not including Disproportionate Share 
Funds) for future legal immigrants , current legal immigrants (state option) and disabled children 
losing SSI and Medi-Cal benefits will be lost. 

0 Between $3 - $15.5 million in extra locally-borne Foster Care costs could arise from TANF time limits. 



Potential County Responses 

Los Angeles County already faces a fiscal crisis. County health services remain on the edge of collapse; despite 
receiving a bail out by the Clinton Administration, the projected Department of Health Services deficit stands at 
$114 million. Jails are seriously overcrowded, and funding for the proposed Twin Towers facility remains in doubt. 
The County faces the prospect of an appellate court ruling which could require it to repay GR recipients a total of 
$150 million in benefit cuts. Together with other budget demands, the total budget deficit projected in March of 
1997 for FY97-98 was $460 million. 32 



Wolch &. Sommer - Inter-University Consortium on Homelessness & Poverty 



Summary Report xxvii 



In this context, the most likely County response will be to either reduce their obligations to the poor, or maintain 
their fiscal effort at existing levels. This could be accomplished via three different strategies: 



• Promoting a state take-over of GR - Such a state take-over would, presumably, hold the County’s level 
of financial responsibility to a specified level; the state would assume costs over and above this level, 
should GR caseload increases rise beyond what the County contribution can fund. 

• Reducing costs of welfare-related functions - Such a strategy could be pursued by substituting 
workfare workers for County employees; eliminating/deskilling certain groups of welfare department 
workers via automation of eligibility functions; and/or further privatization of welfare-related 
activities; and/or 

• Restricting access to GR - Primary strategies in this case would be implementing the three-month 
limit on employable recipients; reduction and/or selective elimination of benefits; and bureaucratic 
disentitlement to increase termination rates and lower costs . 33 As client groups, such as disabled legal 
immigrants losing SSI or mothers with small children terminated from TANF, turn to GR for support, 
GR’s traditional clients — single men and women - are most apt to be cut off from aid. 



It is important to recognize that, barring a state take-over of General Relief under circumstances highly favorable to 
Los Angeles County, almost any conceivable County response to welfare reform will result in a lowered quality of 
life for all Los Angeles County residents. Budget reallocations would limit the quality and/or quantity of a wide 
array of essential County services already suffering from long-term disinvestment. Further privatization would 
entail eliminating modestly paid public sector workers with health care benefits in favor of lower-wage employees 
apt to enjoy fewer benefits or job protections. If the County deploys cost-cutting, bureaucratic or other tactics to 
limit its welfare burdens, then poverty, neighborhood decay, and homelessness will increase in many local 
communities. 



5. Recommendations 



A sweeping revision of the nation’s social contract now threatens to undermine the human fabric and economic 
future of the Los Angeles region. Hundreds of thousands of area residents and scores of b usin esses will be directly 
harmed by reform provisions. Many others will feel effects indirectly as jobs are lost, competition for work grows, 
communities deteriorate, and public services become more congested. And few of those left unscathed can expect to 

feel happy or secure as they watch the numbers of poor and homeless people — especially families and children -- 
steadily grow. 

Given the potential for significant negative impacts, virtually all segments of the community have major stakes in 
the outcomes of welfare reform. The County will be hard pressed to provide essential services while meeting its 
legal mandate to protect the health and welfare of its residents, especially as indirect costs of health and mental 
health care, child welfare, and criminal justice services mount. The private sector is under increasing political 
pressure to create jobs for welfare recipients, even though in the aggregate, employment growth will be dampened. 
Voluntary groups are being asked to do more, just as resources dwindle for many and need for assistance expand. 
Cities already engulfed in conflict over how to handle social problems such as homelessness are likely to see more 
poor people in their shelters, emergency services agencies, and streets. Many communities will deteriorate as benefit 
dollars and associated jobs disappear; especially hard hit will be those neighborhoods in the traditionally neglected 
central areas of the county, at a time when their long-standing social and economic problems could scarcely be more 
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severe. And large numbers of people, most already poor, will fall deeper into poverty, despite their willingness and 
ability to work. 

What can, and should, be done to address the implications of welfare reform in Los Angeles County? 

In light of the widespread impacts of welfare reform, extending beyond welfare recipients to the larger community, 
a collective local response focused on strategic partnerships among affected groups is critical to offset those 
negative effects of welfare reform measures likely to arise in the short-term. Such a response should, first and 
foremost, be designed to minimize the hardship, suffering, and dislocation experienced by those who are either 
terminated from public assistance or forced to cope with radically reduced levels of aid. Locally organized and 
funded responses deserving careful consideration include: 

1. Public education campaigns - Pub he education efforts should be expanded to in sure that those at risk of 
program termination are aware of their rights and how best to preserve their benefits. Such education 
strategies could also help those in need of pub he assistance understand how to access new programs, and 
enable those with the ability to provide assistance (through charitable donations, volunteerism, or 
community activism) to grasp the implications of welfare reform, why their contributions and involvement 
matter, and where they can best be of service. 

2. Coordinated collection of information about service availability and needs for assistance - Devolution 
will make the documentation of needs and client tracking much more difficult. Systematic collection of 
information about the needs of the poor is vital if government agencies and voluntary nonprofit groups are 
to maximize the effectiveness of scarce aid resources, coordinate assistance efforts, document unmet needs, 
and provide services in the most efficient, rational manner. Such systems will also allow the full effects of 
reform to be solidly documented. 

3. County-wide fair-share plan - The distribution of service resources in the county is uneven, so that many 
communities are either service-rich or service-poor relative to their levels of need. Since the entire county 
has a stake in minimizing deleterious impacts of welfare reform, a county-wide fair-share policy would 
insure that all communities take an equitable portion of the burden of assisting people in need. Such a 
policy would encourage the provision of emergency and ongoing aid to families and individuals without 
adequate means of support, and discourage restrictive zoning ordinances or not-in-my-backyard campaigns 
designed to block the siting of nonprofit service facilities and affordable housing. 

4. Collaborative partnerships to maximize welfare-related funding - Partnerships formed among welfare 
recipients, labor, business, government, nonprofit and community should develop collaborative strategies 
to insure that state and local options be chosen which secure the maximum state and federal funding for 
welfare-related purposes, and prevent state diversion of TANF and other welfare dollars to non-welfare 
uses. Such partnerships should also serve to disseminate best-practice models for agencies, organizations, 
firms and local governments involved in coping with welfare reform, e.g., facilitating welfare-to-work 
transitions, establishing job or apprenticeship programs for welfare recipients, setting up child care 
cooperatives, etc. 

It is important, however, to recognize that marginal, locally-funded changes to the newly refashioned welfare 
system are unlikely to satisfactorily serve the needs of poor people or communities. State-level and national 
initiatives that we recommend include: 
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Rethinking welfare reform - Despite a crucial need for reform in the nation’s 60-year old welfare system, 
the set of measures now before us are deeply problematic. In particular, the elimination of key entitlements 
to poor families, and denial of vital assistance to legal immigrants, threaten the well-being of large numbers 
of people. The purpose of reopening the discussion on welfare . is not to resuscitate old programs. Rather, 
the goal is to develop humane and effective strategies to protect our most vulnerable residents, and provide 
opportunities for work sufficient for the large numbers of people seeking jobs at a living wage. 

Creating work - Work is one of the most deeply valorized activities in our society, and the vast majority of 
people - recipients and non-recipients alike - agree that work is preferable to welfare. But removal of 
welfare in a labor market where job seekers vastly outnumber employment opportunities is not a sensible 
welfare-to-work strategy. Nor is denial of aid where available jobs are so inadequate in pay or benefits as 
to put children and those responsible for them at risk of preventable illness, hunger, or homelessness. So 
long as the national economy is managed with the stated purpose and effect of producing an unemployment 
rate of between five and six percent, there will necessarily be several hundred thousand people unable to 
find work in southern California. Rational social welfare policy should recognize that ignoring these facts, 
or blaming those who find themselves unable to find work, will not create the “work” in “welfare-to-work” 
programs. Contradictions between the goals of national economic and welfare policy must be more 
satisfactorily resolved, and job development must therefore become a top — perhaps the top — priority. Job 
growth is unlikely to occur through conventional economic development schemes, or voluntary business 
pledges to hire welfare recipients. Rather, welfare programs must be fundamentally recast as both an 
employment assistance and employment creation effort. The private sector will not be able to do this alone, 
particularly in regions like Los Angeles still awaiting full economic recovery. Instead, the public sector, 
especially the state, must assume a far larger role in providing opportunities for productive activities within 
the public sector, which simultaneously generate work experience, training, and a living wage, and also 
produce concrete public benefits such as new or improved public facilities, needed community services, or 
enhanced environmental quality. 

Protecting individuals and families - The withdrawal of public assistance resources under welfare reform 
should be mitigated by the establishment of a state-wide safety-net program designed to protect the large 
numbers of vulnerable people at risk of losing federal benefits, particularly families and children, persons 
with disabilities, and the elderly. As the state’s economy and fiscal health steadily improves, resources for 
such a program will be more abundant. And given the public sector costs of poverty which accrue over 
time (for public health care, criminal justice, child welfare, housing assistance, and so on), a state safety- 
net makes good sense from a taxpayer perspective. 

Reinvesting in children - The numbers of currently poor and at-risk children are staggering, and may grow 
much larger under welfare reform. A far more child-centered approach to welfare, that recognizes the 
important linkages between family well-being and child welfare, is needed to protect children and provide 
them with the nurturing and support they require to grow into engaged and productive citizens. Not only 
must ongoing, successful programs for children be fully funded, but the steady erosion of a wide range of 
children s services -- from protective services to after-school educational enrichment programs, to summer 
recreation and jobs opportunities — must be reversed. 

Supporting communities - Many communities stand to lose under welfare reform, as the impacts of 
multiple program changes coalesce and become localized in specific places. A substantial share of 
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impacted co mm u n ities will be those already hurt by loss of traditional manufacturing and defense-related 
jobs, reductions in community development and urban service funding, and the falling value of key pub he 
assistance program benefits. The status of communities should be carefully monitored as welfare reform 
unfolds. Additional support should also be channeled to community-based initiatives designed to remedy 
the long term effects of community disinvestment by both private and public sectors, and any 
neighborhood deterioration linked to withdrawal of public assistance income streams. 

10. Redefining notions of citizenship - New conceptions of citizenship are required, that recognize the many 
and varied contributions of immigrants (through paid employment, caring for families, and contributing to 
communities); the profound internationalization of both the economy and society; and the attendant shifts 
in relations between nation-states and civil societies at the end of the 20th century. Such a redefinition 
should lead to more inclusive welfare policies, eligibility for which does not depend on immigration 



1 1 . Promoting social equity - The growing gap between rich and poor should be addressed by renewing our 

historic commitment to social equity, through provision of greater access to education and training 
throughout the life course, routing out job discrimination, and reasserting rights to fair wages and working 
conditions. The development of cooperative regional industrial strategies aimed at creating good jobs and 
sustainable communities rather than winn in g the “race to the bottom” among competitors in the global 
economy, is a fundamental ingredient for the redress of deepening social inequity. 

The people and communities of Los Angeles County can, and should, address the immediate and long-term impacts 
of welfare reform. Through its practices, the county can pave the way toward a multiethnic, transnational, and 
increasingly autonomous urban region that is at once caring and cooperative, dynamic and productive. But we must 
at once concede that even the most generous and well-coordinated set of local initiatives cannot fully redress the 
potential negative impacts of welfare reform in Los Angeles. Who can help? While federal welfare reforms are 
unlikely to be abandoned or significantly altered in the near future, the federal government should be pressed hard 
to revisit the design of our nation’s social contract, especially the questions of family entitlements, and the eligibility 
of legal immigrants. In the meantime, the State of California has major responsibilities for population well-being, 
and retains substantial flexibility in the design of new programs and the allocation of public resources for welfare- 
related purposes. The State is therefore a vital partner in confronting the local challenges posed by welfare reform 
in Los Angeles County. But thoughtful and effective programs and policies to help people escape from poverty and 
reliance upon public assistance cost money. The public - across the state and nation as well as in Los Angeles - 
must grasp how much is at stake in welfare reform, and together embrace the financial commitment to support 
employment, child care, health and other programs designed to assist poor people and protect community well- 
being. 
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work. By 1997, 25 percent of adults in Family Group cases must be engaged in work activities and this percentage increases to 50 
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Section 1: Introduction and Overview 



A. Introduction 



Major welfare reform legislation embodies the federal government’s latest retrenchment from the field of 
public welfare and clears the way for states and localities to follow suit. As in the past, state and local 
governments will have the option to step forward and mend newly opened holes in the federal safety net, 
or withdraw and leave those in need of assistance to turn to an already overburdened county system of 
social services. Welfare reform has stimulated a flurry of research activity among various public, private 
and non-profit entities all anxious to gauge the likely impacts of this legislation. Research efforts will not 
only prepare states and counties for the range of consequences arising from federal legislation but also 
provide invaluable guidance for future legislative action at the state and local levels. 

This report contributes to this process of remaking the welfare system, by providing a comprehensive 
overview of the potential impacts of welfare reform measures as they may be played out in Los Angeles 
County. 

B. Organization of the Analysis 



The report is divided into four primary sections. Section 2 sets out the context for welfare reform in Los 
Angeles, paying particular attention to the impacts of industrial restructuring, demographic change, and 
shifts in welfare program funding and eligibility on poverty and public assistance needs in the county. We 
document the increase in poverty rates and profile the characteristics of county residents living in poverty. 
We then sketch the recent history of welfare programs and their respective caseload dynamics, showing 
the growth of key programs particularly as a result of the deep recession of the early 1990s. 

Next, in Section 3, we detail the major components of welfare reform measures, as they affect federal 
entitlement programs (Aid to Families with Dependent Children Program, Supplemental Security Income, 
Medi-Cal, Food Stamps), and the locally-funded General Relief program. This section also lays out three 
alternative scenarios (Low, Medium and High Impact scenarios) based on a range of assumptions about 
how federal legislative changes and various state and local options for program redesign may unfold in 
Los Angeles County. For each scenario, we estimate the direct impacts of welfare reform on individuals, 
the local economy, and the County budget, based on best available program and caseload data. 

Section 4 moves on to a consideration of the indirect impacts of welfare reform on various aspects of life 
in Los Angeles. Specifically, we treat: the implications of welfare reform for the local economy, estimating 
direct, indirect and induced economic impacts based on analysis of the county’s inter-industry economic 
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structure and multiplier relationships; ramifications of welfare reforms for health and mental health status 
of county residents, especially the medically uninsured; what changes to entitlement programs for families 
mean for child and family welfare, including foster care placement rates and the extent of abuse/neglect; 
implications of reform measures for residents of subsidized housing, the extent of housing problems in the 
region, and the spread of homelessness. Also briefly considered are the potential for increased hunger 
and nutritional deficits, escalating crime rates, and the differential distribution of welfare reform impacts 
across the county’s neighborhoods and communities. 

Last, in Section 5, to an assessment of local capacities to respond to fundamental changes in welfare 
programs and their meaning for levels of social needs. In particular, we evaluate the ability of the nonprofit 
sector to respond to government funding reductions and rising rates of demand for assistance across a 
variety of client types. The question of local public sector response is also raised, especially with regard to 
the County of Los Angeles which is legally mandated to protect the health and welfare of its residents. 

C. Overview of welfare reform 



The most sweeping reform legislation is H.R. 3734, the Personal Responsibility and Work Opportunities 
Act of 1996. One of the most significant aspects of the bill is its immediate repeal of the entitlement to Aid 
to Families with Dependent Children (AFDC) for all eligible families. In addition to the federal 
retrenchments, states have several options under H.R. 3734 to further limit public assistance programs. 
The most significant changes are sketched out below. 

AFDC 

H.R. 3734 effectively cancels all former federal requirements for AFDC, the Job Opportunities and Basic 
Skills (JOBS) program, and the Emergency Assistance program and replaces them with the Temporary 
Assistance for Needy Families (TANF) program. Federal funding for these programs is consolidated into 
one TANF block grant. Recipients can receive cash assistance for a maximum of five years over a 
lifetime (with limited exceptions for no more than 20 percent of the caseload). TANF prohibits the use of 
federal funds for minor parents under eighteen who are not participating in school/specified educational 
activities or living in an adult-supervised setting. States are also required to reduce a family's grant by 25 
percent if they fail to cooperate (without good cause) with efforts to establish paternity. 

Work participation requirements will oblige states to move an increasing percentage of welfare recipients 
into the work force over the next six years. First, states must ensure that adult welfare recipients 
participate in work or work-related activities after receiving two years (cumulative) of benefits. For the 
single-parent family caseload, 25 percent must be participating in 1997 and this percentage must increase 
to 50 percent by 2002. Required work participation rates are higher for two-parent families receiving 
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assistance of whom 75 percent must be participating by 1997. This percentage must increase to 90 
percent by 1999. States are required to reduce grant amounts for recipients refusing to participate in work 
activities. These welfare-to-work requirements will be enforced through funding cuts to states which fail to 
comply. 

There are also a number of options available to states to further limit assistance to families. Under TANF, 
states may eliminate cash aid for families entirely, or provide any mix of cash and in-kind benefits they 
choose. States can also deny aid to all teen parents or other groups; deny aid to children born to parents 
receiving aid; deny aid to legal immigrants; or establish shorter time limits for receipt of aid. States can 
provide newcomers with benefits at the level they would have received in their former state for up to 
twelve months. Regarding work requirements, states have the option to exempt for twelve months 
parents with a child under age one. The state may also choose to deny cash assistance for life to persons 
convicted of a drug-related felony after the date of enactment of H.R. 3734 (pregnant women and 
individuals participating satisfactorily in rehabilitation programs are exempted). 

Medicaid 

Under H.R. 3734, the funding structure of the Medicaid program, Medi-Cal in California, remains the same 
and eligibility for low-income families is protected. Those families which met the AFDC eligibility 
requirements effective on 7/16/96 will still be eligible for Medi-Cal. However, TANF-eligible families are no 
longer automatically eligible for Medi-Cal benefits, due to the elimination of the categorical link, and thus 
there is no guarantee they will receive them. States also have the option to terminate all legal immigrants 
from Medicaid but must continue to provide benefits to veterans, military personnel, refugees, political 
asylum cases, and those with a ten-year work history in the United States. Immigrants arriving after 
8/22/96 will be barred from Medi-Cal, and other federally means-tested programs, for five years after 
arrival. Even after five years, many legal immigrants will be disqualified through the deeming of sponsors' 
income to immigrants' income, moving most non-naturalized persons out of eligible income levels. 
Veterans, military personnel, refugees, political asylum cases and those with a ten-year work history will 
also be exempted from the five year ban. Those individuals not eligible for Medi-Cal will be forced to use 
already overburdened County public hospital and clinic systems and/or the community clinic system for 
non-emergency health care. Emergency treatment will still be covered by the Medi-Cal program. 

SSI 

H.R. 3734 provisions regarding the Supplemental Security Income (SSI) program impact children by 
narrowing the definition of disability that will make them eligible for assistance. Moreover, according to 
changes in disability definitions included in Public Law 104-121, passed in March 1996, SSI recipients 
whose primary disability is alcohol and/or substance abuse are no longer eligible for benefits (as of 
January 1, 1997). Current SSI cases will have to be re-determined and recipients will lose benefits if no 
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longer eligible beginning July 1, 1997. An additional provision aims to cut off SSI payments to recipients 
incarcerated for more than thirty days. Under SSI reform, most non-citizens (excepting veterans, military, 
refugees and asylum cases, and legal immigrants with a ten-year work history) will no longer be eligible 
for benefits. Legal immigrants must have their cases re-evaluated by August 22, 1997 and will lose 
benefits a month later if found ineligible. Lastly, SSI and In-Home Support Services (IHSS), a program 
designed to support disabled people in their homes and thus prevent premature and costly 
institutionalization, have historically been linked by state legislation; any SSI recipient was automatically 
eligible for IHSS. Unless SSI and IHSS are de-coupled, legal immigrants will also be bared from receiving 
IHSS under welfare reform. 

Food Stamps 

H.R. 3734 will reduce Food Stamp benefits in a number of ways. First, the formula for calculating a 
family’s eligibility is tightened by including a cap on the deduction for housing costs at 50 percent of 
income. Hence, households paying more than 50 percent of their income on rent will not receive a 
concomitant indexing of their Food Stamps. Current recipients will have to be re-certified according to this 
new formula. In addition, the Food Stamp maximum benefit level will be reduced by 3 percent across the 
board and childless able-bodied individuals will be limited to receiving Food Stamp benefits for only three 
months within every three year period, unless they are working or in training for the number of hours per 
week required to repay” their benefit at minimum wage. Lastly, with the same exceptions mentioned in 
connection with the SSI program, legal immigrants will lose access to Food Stamps by August 22, 1997. 

General Assistance 

Recent changes (SB 681) in California law that become effective January 1, 1997, allow counties to 
reduce GA grant levels to 40 percent of the 1991 federal poverty level. Access to the program may also 
be restricted. A major change provides counties with the right to limit aid for GA recipients who are 
deemed "employable" to three non-consecutive months per year, as long as job training or placement is 
offered. State law also allows counties to terminate recipients with substance abuse problems who refuse 
treatment offered by the County. Lastly, the state provisions permit the GA cash grant to be replaced with 
in-kind transfers (such as food, medical care, or housing), a voucher payment, or a third party check to 
service providers. 

Prior to changes in the state law, the Los Angeles County Board of Supervisors tried to replace $40 of the 
monthly GA benefit (known as General Relief or GR in this county) with an in-kind medical insurance 
benefit; this was ruled illegal. With changes in state provisions, however, the County has been allowed to 
reduce maximum benefit levels to $21 2/month but has thus far elected not take advantage of the provision 
to restrict program access to three months per year, or to deduct an additional $40/month for in-kind 
medical benefits (which would reduce the cash grant to $172). It remains free to do so in the future 
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Other H.R. 3734 Provisions 

Child Care - The new legislation consolidates the current Title IV-A child care programs (AFDC/JOBS 
Child Care, At-Risk Child Care and Transitional Child Care) under the existing Child Care and 
Development Block Grant. It also effectively eliminates the guarantee of child care for welfare recipients 
trying to move into the work force and abolishes the At Risk Child Care program. However, it does 
increase the amount of child care funding available through a new child care block grant. The California 
State Legislative Analyst’s Office has estimated that this will mean an increase of 24 percent, or $55 
million, in funding for FY 1996-7 and $525 million over six years for the state. 1 Also included in the block 
grant is additional child care funding in a capped entitlement which states can obtain through a matching 
formula. 

Child Support Enforcement - Several provisions aim to bolster current child support enforcement efforts 
both within and between states. The $50 pass through, which in the past has served as an incentive for 
custodial parents to cooperate with child support enforcement efforts, is eliminated but former welfare 
families will be given priority over the state in receiving collected child support arrearages. 

Child Nutrition - Several provisions affecting food programs will mean decreased funding and meals for 
children. The new legislation will change the reimbursement structure in the family day care home 
category of the Child Care Food Program which will result in decreased funding for meals served in these 
homes and it eliminates the option to serve an addition meal or snack to children in day care centers 
longer than eight hours a day. Furthermore, the Summer Food Program reimbursements are cut and 
other meal services scaled back. Start-up and expansion funding for the School Breakfast Program is 
also eliminated. Lastly, the state has the option to deny all federal food assistance to undocumented 
immigrants with the exception of school lunches and breakfasts. 

Transfers of TANF Funding - H.R. 3734 allows for states to transfer up to 30 percent of its TANF block 
grant to Child Care and Development Block Grant and Title XX Social Services Block Grant programs so 
long as no more than a third is transferred to the latter. The only requirement is that the transferred 
funding be used exclusively for programs assisting children and families who are below 200 percent of the 
poverty level. However, at the same time, funding for the Title XX Social Services Block Grant was cut 15 
percent. 



1 California Legislative Analyst’s Office. 8/20/96. “Federal Welfare Reform (HR 3734): Fiscal Effect on California.” 
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D. Key concerns for Los Angeles county 

With approximately 35 percent of California’s AFDC caseload 2 and nearly 40 percent of its legal immigrant 
population, 3 Los Angeles County stands to suffer considerably more than other counties from the impacts 
of welfare reform. Among the major issues of concern to Los Angeles County are the following. 



10 Major Concerns for Los Angeles County 

1. Reductions and/or elimination of TANF, GR, and SSI payments to county residents may lead to 
decreased personal income and thus rising rates of poverty and homelessness. 

2. Reductions and/or loss of Food Stamp benefits could result in hunger and nutritional deficits among 
a growing number of children and adults. 

3. Loss of Medi-Cal coverage may result in deteriorating physical and mental health status among 
county residents, which could in turn increase public health problems, and County costs associated 
with emergency medical treatment and health care provision to the medically uninsured. 

4. Individuals who lose TANF and GR benefits may not be absorbed by the economy due to: 
Insufficient funding for job training/placement, child care and transportation programs; an insufficient 
number of jobs; and a spatial mismatch between the location of jobs available and distribution of aid 
recipients in Los Angeles communities. 

5. The local economy may suffer, as the direct and indirect effects of benefit reductions cause job loss, 
and damage business revenues 

6. Local prospects for community economic development may be undermined, neighborhood 
economies threatened, and residential properties abandoned, as benefit reductions and withdrawals 
translate into drops in consumer spending, and declining ability to pay rents among many households. 

7. Decreasing economic security among impacted families may affect all aspects of child welfare, and 
could increase rates of child abuse and neglect, and foster care placement. 

8. Increased rates of poverty may lead to increasing crime rates and burdens on the criminal justice 
system. 

9. The nonprofit sector may be unable to fill the gaps in services formerly provided by government due 
to overwhelming caseload increases, and declining government funding as federal block grant funds 
are scaled back. 



2 Los Angeles County Department of Social Services. Los Angeles County: Share of State Welfare Programs. 

3 Myers, Dowell. 1996. “Immigration,” in Michael Dear (ed.) Atlas of Southern California. Los Angeles: Southern California 
Studies Center, University of Southern California. 
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Ten Major Concerns for Los Angeles County (continued) 

10. Los Angeles County, as well as cities, will face escalating costs associated with any increase in 
indigence, poor health, homelessness, and other social problems associated with welfare reform; 
assuming a limited ability on the part of local government to raise additional tax revenue, such 
demands would necessarily divert resources from other worthwhile public purposes, affecting the 
quality of life for many. 



Section 2: Poverty & Welfare in Los Angeles: The Current Picture 



A. The Social and Economic Contexts of Welfare Reform 



Economic Restructuring and Recession 

The population and economy of the Los Angeles region have undergone major changes over the past 15 
years. Economic restructuring led to the emergence of the service sector as the dominant element of the 
regional economy, and to a dramatic loss of traditional manufacturing jobs. Los Angeles County was 
home to half of all the state's manufacturing jobs in 1970, but its share had slipped to 36 percent by 1995. 
While high-technology continued to power much of the region's manufacturing growth during the 1970s 
and 1980s, the end of the Cold War triggered reductions in federal defense spending that in turn 
stimulated radical downsizing in many area defense-dependent firms and the loss of thousands of jobs. 
Large-scale international immigration, especially from Asia and Latin America, led to dramatic alterations 
in the composition of the population in terms of age, race/ethnicity, education and skills mix, and 
underpinned the growth of craft sectors such as garment manufacturing as well as consumer services. 

Then, during the 1990s, a recession more severe than the region had experienced since the 1930s -- and 
lasting more than twice as long as any other recession since - arrived in Southern California. Again, Los 
Angeles County was devastated: of the state's 1990-93 job loss, 92 percent was the net result of layoffs in 
Los Angeles County. 

The economic stagnation that characterized the first half of the 1990s displaced large numbers of workers 
from regular employment, and forced others to work either part-time or at low/minimum wage. By 1 993, 
over 430,000 labor force participants were unemployed in Los Angeles County, at the same time that an 
increasing share of workers were becoming discouraged and simply dropping out of the labor force 
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altogether. 1 Despite the recent economic upturn at both state and regional levels, most new jobs created 
have been low-wage service positions; the decline of manufacturing employment has continued unabated; 
and the number of job seekers far exceeds the number of job vacancies. 2 

Retrenchment in Public Assistance Since the Eighties 3 

Many of these economic and labor market changes led to increases in poverty and reliance on public 
assistance income. During this same period, however, public welfare programs were transformed, with 
major benefit reductions and program eligibility restrictions coming into effect. The first major changes 
affecting AFDC, SSI, food and health programs occurred in the early 1980’s, in the wake of the 1981 
Omnibus Reconciliation Act (OBRA). Under the guise of the "New Federalism" and the promise of greater 
flexibility at the state level, the federal government began a series of retrenchments and cutbacks. 

Within the AFDC program, eligibility criteria were tightened and work incentives were eliminated resulting 
in an immediate decline in the number of eligible recipients. A mandated review of SSI recipients resulted 
in nearly half a million losing benefits. Block grants with reduced funding replaced various health and 
social service programs, and funding streams for Food Stamps and child nutrition were also slashed. In 
response to this federal retrenchment, many states attempted to soften the blow of program cutbacks by 
expanding state and local services and programs. California, suffering from significantly reduced tax 
revenue after passage of Proposition 13, was not among them. 

During the 1980's California passed legislation which eroded the safety net of poor and low income 
families in the state. Thus despite increasing unemployment and a growing need for public assistance, 
California continued to reduce benefit levels and minimize caseloads. The annual cost of living 
adjustment (COLA) to AFDC benefits was often frozen, sometimes for several years at a time. Tax 
refunds were now counted as part of a family's income thereby reducing eligibility for greater numbers of 
AFDC-reliant families. SSI and GA benefits were also reduced through suspension of annual COLAs. 
California turned increasingly to workfare programs in hopes of further shrinking caseloads. Health and 
mental health programs were also targeted for cutbacks and spending on Medi-Cal patients reduced. 
Privatization of Medi-Cal occurred as private hospitals were contracted to perform certain services while 
the state reduced funding and transferred responsibility for the medically indigent to the counties where 
they were treated in County health clinics and hospitals, and the small number of inner-city private 
hospitals willing to accept them. 



1 Inter-University Consortium on Homelessness and Poverty. 1995. "Jobs, Welfare and Homelessness. " Los Angeles: Weingart 
Center Association. 

2 Inter-University Consortium on Homelessness and Poverty, ibid. 

o 

Wolch, Jennifer and Michael Dear. 1993. Malign Neglect: Homelessness in an American City. San Francisco: Jossey-Bass. 
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Social spending retrenchment continued into the 1990's despite worsening economic conditions in 
California. Further reductions in benefits left SSI and AFDC recipients struggling to make ends meet with 
steadily shrinking resources. Governor Wilson suspended COLA adjustments for the SSI program and 
then reduced AFDC payments by 9 percent. Furthermore, the amount of available housing assistance 
continued to fall short of what was needed by low income families and individuals, leaving many in 
unstable living situations and increasingly vulnerable to homelessness. Recent legislation in California 
also enabled counties to steadily reduce General Assistance payments, the program of last resort for the 
state’s poorest residents, whose average benefit has fallen 30 percent since 1 991 , 4 

Demographic Dynamics 

Major demographic shifts took place in the Los Angeles region in the last fifteen years influencing the 
context of public assistance. These trends have played an important role in the development of the local 
economy, the transformation of Los Angeles' ethnic make-up, and changing rates and risks of poverty 
faced by subgroups in the local population. 

Immigration and Population Growth 

As European immigration in the early 1900's influenced the development of the United States, so recent 
waves of immigration from Mexico, Asia and Central America have influenced Los Angeles and all of 
Southern California. Half of the rapid population growth which occurred in the Southern California region in 
the past two decades was due to migration from foreign countries as well as from other parts of the United 
States. 5 Furthermore, in the first half of the 1990's, large numbers of residents left Southern California 
while foreign born immigrants continued to arrive. The Hispanic proportion of Southern California 
population increased from 14 percent in 1970 to 33 percent in 1990 and the Asian population increased 
from 3 percent to 9 percent over the same period of time. 6 The proportion of the population that was 
Black remained constant from 1970 to 1990 while the non-Hispanic White population decreased 
significantly from 75 percent in 1970 to 50 percent in 1990. 7 The arrival of immigrants changed not only 
the ethnic make-up of the region, but also the nature of the local labor. Recent immigrants, often having 
lower rates of educational attainment and English fluency, and more vulnerable to workplace exploitation, 
tended to be poorer than earlier arrivals, and disproportionately employed in low wage service industries, 
manufacturing and construction industries, stimulating low-skill industry growth and reinforcing trends 



4 Western Center on Law and Poverty. Facts About Safety Net Assistance for Single Adults in Poverty. 

5 Dear, Michael, (ed.). 1996. Atlas of Southern California. Los Angeles: Southern California Studies Center, University of 
Southern California. 

6 Dear, ibid. 

7 Dear, ibid. 



Wolch & Sommer * Inter-University Consortium on Homelessness and Poverty 



